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FOREWORD 


ITH THE WEAKENING and collapse of the prevailing systems of taxa- 

tion in some of our states, educational leaders have been forced to 

turn their attention increasingly to questions of public financial policy. 
The proper types of taxes to be levied and the proper management of the public 
revenue are questions in which education has a primary interest. 


For many years students of taxation have been declaring that existing state 
tax systems were inadequate for modern governmental needs and unfair in op- 
eration. The various states have been attacking this problem, each in its own 
way, and with varying results. As the states assume a larger share of the cost 
of supporting education, the interest of the schools in sound tax systems inevi- 
tably increases. 


Without attempting in any way to assume the functions of experts in taxa- 
tion, various agencies of the National Education Association have recently been 
giving attention to this problem. The Research Division has published a series 
of reports summarizing the findings of experts with respect to better methods 
of taxation. The Journal is now publishing a series of non-technical articles for 
schools and study groups on the essentials of taxation. The National Conference 
on the Financing of Education studied the current problems of school support 
and described the broad lines along which state school revenue programs may 
best be developed. 


This Research Bulletin is another important contribution to this phase of 
the Association’s work. Urgent school revenue problems existing in many states 
make its appearance exceedingly timely. It should be useful to the legislative 
committees of state education associations, to state legislators and legislative 
reference bureaus, to state school and tax officials, and to all students of taxation 
and school finance. 


When educational spokesmen present a convincing case concerning the need 
for adequate school support they are often met with the query, “And where is 
the money coming from?” This bulletin should be of assistance in answering 
that question by providing a cross-section of the experience of the forty-eight 
states in this field. 


J. W. Crastrez, Secretary, 
National Education Association 














I. Introductory Statement 


This publication reviews school 
legislation for the years 1929 to 1933. During 
this five-year period the problem of. state 


school finance has received increasing atten- 


revenue 


tion from educators, legislators, and the public 
in general. During this period the gross ex- 
penditures for public education climbed to the 
highest point they have yet reached. During 
this period also the nation suffered a serious 
economic depression which taxed alike the in- 
senuity of school officers in devising programs 
of maximum economy and the wisdom of legis- 
latures in providing funds for the support of 
the schools. State tax commissions and state 
survey commissions were created in 
many states. Their reports stimulated study 
and action by the various legislatures looking 
toward more adequate methods of providing 
and distributing state school revenues. During 
this period also, under the auspices of the fed- 
eral government, an important national survey 
of the financing of education was instituted. 

A review of the school revenue legislation 
of these years, therefore, should reveal inter- 
esting and significant trends in the direction of 
adequate school finance programs. In present- 
ing a review which is limited merely to state 
school revenue legislation, it is not at all im- 
plied that this problem covers the entire field 
of school finance. The apportionment of state 
school funds, local school finance, and many 
other issues are also matters of great impor- 
tance. Nor is it intended in describing the pro- 
grams of school revenue enacted recently. by 
one state or another to imply that every state 
should copy these programs in routine fashion. 
On the contrary, the purpose of this study is 
to present the experience of the several states 
in such a fashion that all states may profit from 
it by selecting and adapting procedures which 
are suitable in the particular state concerned. 

Method of study—State revenue laws were 
examined to find those which, in their opera- 
tion, might affect the amount of money avail- 
able for state school support. The material was 
then compiled tentatively and mimeographed 
copies of the tentative report were submitted 
to every state education department and state 


school 


1 This list merely illustrates the types of taxes included in the text as ‘‘general sales taxes.’’ A tax that 


tax commission for corrections and additions. 
Newspapers, magazines, books, and correspond 
ence with state departments of education or tax 
commissions also were used. 

Scope of report—Two general types of schoo) 
tax revenues are described in this report: (a) 
all state taxes the proceeds of which are defi- 
nitely allocated in whole or in part to public 
education at any level; (b) state taxes which 
yield enough income to make possible signifi 
cant school appropriations out of the state gen 
eral funds. Local taxes are not included. 

The report treats the following topics in the 
order given: 


Income taxes—Taxes on both corporation and 
personal incomes. If a tax on corporations is called 
an excise tax, a corporation franchise tax, or a 
license tax, but the amount of the tax is determined 
by the amount of the net income, it is included as an 
income tax. 

Sales taxes-——Both general sales taxes and taxes 
on sales of specified commodities. The section on 
general sales taxes includes: (1) flat-rate taxes on 
reta‘] sales and/or wholesale sales, (2) graduated 
gross retail and/or wholesale taxes not aimed at 
chain stores, (3) classified sales taxes, (4) gross 
income or gross receipts taxes, and (5) production 
or manufacturers’ taxes based on amount or value 
of the good produced.’ The section on selective sales 
taxes includes taxes on sales of tobacco, gasoline,’ 
malt, alcoholic beverages, and miscellaneous articles 
and services. 

Chain store taxes—Taxes levied specifically 
against chain stores and graduated gross retail sales 
taxes aimed at chain stores. 

Corporation taxes—Taxes on capital stock and 
other corporation falling 
classifications. This classification 


taxes not under other 


does not include 
taxes levied against corporation income. 

Franchise and license taxes—All franchise and 
license taxes not included under any other classifi 
cation. 

Severance taxes—Taxes on the privilege of 
severing natural resources from the earth. 

Inheritance, estate, and gift taxes — 
inheritances or gifts. 

State property taxes—Laws levying, abolishing, 
increasing, 


Taxes on 


or decreasing state taxes on general 
property; and laws providing for classification of 
property for purposes of taxation. 

State tax surveys and state tax administra- 
tion—Laws providing for surveys and for 


istration of school tax revenues. 


admin- 


an be classed in 


one group might easily be placed in one or more of the other groups. 
2 Generally considered as a tax on the privilege of using public roads, the amount of use being measured by the amount of 


gasoline, 
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For convenient quick reference, the princi- 
pal findings are presented here. Figure I shows 
the present status of certain types of taxes in 
the several states; Figure II shows status as of 
1928: and Figure III shows trends between 
1928 and 1933. The general trends with re 
spect to the number of states levying certain 
ty pes of taxes, the number allocating all or part 
of the revenues for state school support, and 
the 
state school support indirectly thru appropria- 
tions from the general funds, are indicated in 
Table 1. 


number in which these taxes contribute to 


General Trends in Tax Adoption ' 


|. The number of states taxing personal in 
comes and the number taxing corporation in 
comes more than doubled between 1928 and 
1933. In 1928, there were eleven states levying 
personal income taxes and twelve levying cor- 
poration income taxes. The number of states 
using these taxes has steadily risen, showing 
most rapid increases in 1931 and 1933. In 1933 
twenty-four states taxed personal incomes and 
twenty-six states taxed corporation incomes. 

2. Within a single year, 1933, the number 
of states levying general sales taxes more than 
doubled. In 1928, there were four states levy- 
ing this tax; by 1932, there were six; and in 
1933, the number increased to seventeen. 

3. The number of states having chain store 
taxes increased from two in 1928 to nineteen 
in 1933. In the latter year, the number nearly 
doubled as compared with ten states in 1932. 

4+. The number of states taxing sales of to- 
bacco increased only slightly between 1928 and 
1933. There were eleven in 1928 as compared 
with sixteen in 1933. 


Revenues Allocated to Education ” 


1. There is a growing tendency to earmark 
personal and corporation income taxes, general 
sales taxes, and chain store taxes for the pur- 
pose of state school support. While the number 
of states levying personal income taxes more 
than doubled, the number allocating all or 
part of the revenues for the schools more than 
trebled. The number of states levying corpora- 





1 See Columns 2, 3, 4, 5, and 6 of Table 1. 

? See Columns 7, 8, 9, 10, and 11 of Table 1. 

®See Columns 12, 13, 14, 15, and 16 of Table 1. 
cone — for the fact that, in Table 1, the figures in Columns 7 and 12, for instance, do not total to the figure given 
in Column 2, 


II. Summary of Principal Findings 
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tion income taxes more than doubled, whereas 
the number earmarking the revenues for the 
schools increased eightfold. This has been a 
steadily increasing development thruout the 
1928-33 period. 

2. Just as the greatest development in sales 
taxes took place in 1933, the only development 
in earmarking sales tax revenues for schools 
also took place in this year. Before 1933, none 
of the states levying this type of tax earmarked 
the revenues for the schools; in this year, seven 
states adopted the practise. 

3. Likewise, the development of allocating 
chain store tax revenue for schools took place 
almost entirely within 1933. Neither of the 
two states levying chain store taxes in 1928 
earmarked the revenues for schools; only three 
of the twelve states levying this type of tax in 
1932 did so; but in 1933, nine of nineteen 
states had this provision. 


Indirect Contributions to Education °* 


There are two general ways by which tax 
revenues may become available for the schools. 
First, the statute levying the tax may direct 
that the funds raised from it be devoted to 
educational purposes. The second method is to 
place the revenues from a given tax in a general 
fund out of which appropriations for the sup- 
port of education may be made. The last five 
columns of Table 1 indicate the states in which 
certain taxes contribute indirectly to education 
thru appropriations from the state general 
funds. There has been a general tendency to 
increase such allotments in all of the types of 
taxes covered by the table. 


Taxes Not Available for Education 


In some states the taxes included in Table | 
make no significant contribution to the support 
of education, because (1) revenues are placed 
in funds created for other purposes, or (2) rev- 
enues are placed in general funds from which 
the states make little or no educational appro- 
priations.* In 1933, three of the twenty-four 
states having personal income taxes and four 
of the twenty-six states having corporation in- 





come taxes virtually excluded public educa- relatively more often than any of the others. 0; 
tion from the proceeds. There is a tendency for course, it may well be that taxes from w' 
schools to profit directly or indirectly from per- schools receive no financial support ma\ 
sonal income taxes relatively more often than _ be of some assistance to the schools by releasing 
from corporation income taxes. Of all these sources of school revenue from a burden 
taxes, however, the general sales tax is used, taxation for the support of other government, 
directly or indirectly, for state school support functions. 
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Sepp the nineteenth century the general property tax was accepted, almost 


universally, as the backbone of the state and local tax systems. It was sup- 
plemented, sometimes generously, by poll and license taxes. . . . The growing 
complexity of industrial conditions, however, made it increasingly necessary . 
to devise new taxes. Special taxes on corporations, on intangibles, and on personal 
income have been developed in consequence. . . . As a result of these new taxes 
certain classes of property have been withdrawn from the general property tax. 
Where this has occurred the state has sometimes attempted to compensate the local 
governments concerned by sharing the revenue of the new taxes with them. . 
The local governments have appealed to the state governments for assistance and 
the states have responded,—in some cases generously — Mabel Newcomer. ““Ten- 
dencies in State and Local Finance.” Political Science Quarterly 43: 3, 27-8; 


March, 1928. 
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Until 1911 few people believed that a state 
‘ncome tax in the United States would succeed. 
Altho a few states had experimented with taxes 
on personal incomes, Wisconsin in 1911 be- 
came the first state to adopt a successful mod- 
ern-type income tax. This was a tax on both 
personal and corporation incomes. Since that 
time other states, and the federal government, 
have followed suit until in 1933, twenty-four 
states taxed personal incomes and twenty-six 
states taxed corporation incomes. 

Personal income taxes—In 1933, twenty- 
four states ? had laws taxing personal incomes. 
Since the beginning of 1929, fifteen states pro 
vided for this form of taxation. Revenues de- 


1 Does not include Tennessee or New Hampshire which ha 


2 Alabama, Arizona, Arkansas, Georgia, Illinois, Minnesota, 


Idaho, Kansas, Oregon, and Tennessee. 
4 Arkansas (1931 and 1933), Delaware (192 
lina (1931 and 1933), North Dakota (1933), Oklahoma (1 
Wisconsin (1932). 


III. Income Taxes 


9 and 1931), Georgia (1931) 
31 and 1933), 


TABLE 2.—STATE PERSONAL INCOME TAXES AS RELATED TO STATE 
SCHOOL SUPPORT, 1928-33 


rived trom personal income taxes in eleven 
of these fifteen states, and also from a ‘Tennes 
see tax limited to personal incomes derived 
trom stocks and bonds, went, in whole or in 
part, directly or indirectly, to the schools. 
School revenues made available by the taxes 
adopted in four states were negligible.’ During 
the period 1929-33, inclusive, eleven states 
revised their personal income tax laws in such 
a way that the amounts available for schools 
were aftected.* In addition, Tennessee, revised 
the tax on personal incomes derived from stocks 
and bonds. 

Table 2 
of state personal income tax legislation as re 
lated to state school support. 


reviews the 1928-33 development 






incomes derived from intangibl 


Utah, Vermont, and Washingto: 


e taxes on personal 


Montana, New Mexico 


Massachusetts (1929), Missouri (1931), North Caro- 


South Carolina (1930 and 1933), Virginia (193 and 









States having personal income taxes in specified years 


[CAPITALS indicate personal income tax revenues earmarked in whole or in part for state school support; 
italics indicate personal income tax revenues contributing to state school support indirectly thru state ap- 


propriations from general funds.] 








1931 1932 1933 


4 5 6 








DELAWARE 
MASSACHUSETTS* 


DELAWARE 
MASSACHUSETTS* 


DELAWARE 
MASSACHUSETTS* 







1928 1929 1930 
1 2 3 

DELAWARE DELAWARE DELAWARE 
MASSACHUSETTS* MASSACHUSETTS* MASSACHUSETTS* 
Mississippi Mississippi Mississippi 
Missouri Missouri Missouri 
New Hampshire New Hampshire” New Hampshire” 
New York New York New York 


North Carolina 
North Dakota 


North Carolina 
North Dakota 


North Carolina 
North Dakota 


Oklahoma Oklahoma Oklahoma 
South Carolina South Carolina South Carolina 
Virginia Virginia Virginia 
WISCONSIN WISCONSIN WISCONSIN 
ARKANSAS ARKANSAS 
Oregon Oregon 
Tennessee” Tennessee 
Georgia Georgia 


Mississippi Mississippi Mississippi 
Missouri Missouri Missouri 

New Hampshire” New Hampshire New Hampshire” 
New York New York New York 


North Carolina 
North Dakota 
OKLAHOMA 
South Carolina 
Virginia 
Wisconsin 
ARKANSAS 
Oregon 
Tennessee” 
Tennessee 
Georgia 

Idaho 

UTAH 
VERMONT 


North Carolina 
North Dakota 
OKLAHOMA 
South Carolina 
Virginia 
Wisconsin 
ARKANSAS 
Oregon 
Tennessee” 
Tennessee‘ 
Georgia 

Idaho 

UTAH 
VERMONT 
ILLINOIS¢* 
WASHINGTON 





North Carolina 
North Dakota 
OKLAHOMA 
SOUTH CAROLINA 
Virginia 

Wisconsin 
ARKANSAS 

Oregon 

Tennessee” 


Georgia 

Idaho 

UTAH 
VERMONT 
WASHINGTON 
Alabama 
{rizona 

Kansas 
MINNESOTA 
MONTANA 
NEW MEXICO 


* Altho the Massachusetts income tax act does not provide for the specific earmarking of any part of the revenues for the pur- 


pose of state school su 


pport, Section 1 of Chapter 70 of the General Laws requires the state treasurer to pay to the several towns 


from the proceeds of the income tax, without appropriation, the sums required as part reimbursement for salaries paid to teachers, 


supervisors, principals, assistant superintendents, and superintendents for services in the public schools. 


> Applies only to income derived from intangibles. 


© Held invalid. 
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state corporation income tax legislation 
lated to state school support. 

Income taxes allocated to schools—Betwee; 
1929 and 1933 nine states, that adopted ithe 
personal or corporation income taxes o1 
earmarked the proceeds in whole or in 


Corporation income taxes—In 1933, twenty- 
six states had laws taxing corporation incomes. 
Since the beginning of 1929, fourteen states 
provided for this form of taxation. Revenues 
derived from corporation income taxes in 
eleven ° of these states, and also from a Tennes- 
see tax limited to corporation incomes derived 
from stocks and bonds, went, in whole or in 
part, directly or indirectly, to the schools. 
School revenues made available by corporation 
income taxes adopted in three states® were 


for purposes of state school support. Bri: 
scriptions of these measures follow: 


Arkansas. A personal and corporation i: 
tax law, adopted in 1929, provided that, afte; 
$500,000 annually was paid into the State Charities 
Fund, the Common School Equalization Fund y 
receive the remainder up to $750,000. A 1931 ) 
ure changed the claims against the proceeds s 
the Equalization Fund would receive its $75 
after an amount sufficient to pay the annual in: 
on all bonds issued by the Arkansas Constri 
Commission ($315,000) was allotted to the Cha 
Fund.* 


negligible. During the period, 1929-33, in- 
clusive, seven states revised their corporation 
income tax laws in such a way that the amounts 
available for schools were affected.’ In addi- 
tion, Tennessee revised the tax on corporation 
incomes derived from stocks and bonds. 

Table 3 shows the 1928-33 development of 

® Alabama, Arizona, Arkansas, California, Georgia, Minnesota, New Mexico, Oklahoma, Utah, Vermont, and Washing 

® Idaho, Kansas, and Oregon. 

’ Arkansas (1931), Georgia (1931), Missouri (1931), Montana (1933), North Carolina (1931 and 1933), Oklahoma 


and South Carolina (1930). 
§ Acts of Arkansas, 1929, No. 118. Effective March 9, 1929. Acts of Arkansas, 1931, No. 193. Effective March 25, 1 


TABLE 3.—STATE CORPORATION INCOME TAXES AS RELATED TO 
STATE SCHOOL SUPPORT, 1928-33 





States having corporation income tax laws in specified years 


[CAPITALS indicate corporation income tax revenues earmarked in whole or in part for state schoo! 
support; italics indicate corporation income tax revenues contributing to state school support indirectly 
thru state appropriations from general funds.] 


1928 1929 








1 2 





Connecticut 
Massachusetts 
Mississippi 
Missouri 
Montana 

New York 
North Carolina 
North Dakota 
South Carolina 
Tennessee 
Tennessee*® 
Virginia 
WISCONSIN 
ARKANSAS 
California 
Georgia 

Oregon 


Connecticut 
Massachusetts 
Mississippi 
Missouri 
Montana 

New York 
North Carolina 
North Dakota 
South Carolina 
Tennessee 
Tennessee* 
Virginia 
WISCONSIN 
ARKANSAS 
California 
Georgia 
Oregon 


Connecticut 


North Carolina 
North Dakota 
South Carolina 
Tennessee 


Virgina 


ginia 
WISCONSIN 


Connecticut 
Massachusetts 
Mississippi 
Missouri 
Montana 

New York 
North Carolina 
North Dakota 
South Carolina 
Tennessee 
Tennessee* 
Virginia 
Wisconsin 
ARKANSAS 
California 
Georgia 

Oregon 


Idaho 
OKLAHOMA 
UTAH 
VERMONT 


Connecticut 
Massachusetts 
Mississippi 
Missouri 
Montana 

New York 
North Carolina 
North Dakota 
South Carolina 
Tennessee 
Tennessee* 
Virginia 
Wisconsin 
ARKANSAS 
California 
Georgia 

Oregon 


Idaho 
OKLAHOMA 
UTAH 
VERMONT 
WASHINGTON 


Connecticut 
Massachusetts 
Mississippi 
Missouri 
MONTANA 
New York 
North Carolina 
North Dakota 
South Carolina 
Tennessee 
Tennessee* 
Virginia 
Wisconsin 
ARKANSAS 
California 
Georgia 
Oregon 

Idaho 
OKLAHOMA 
UTAH 
VERMONT 
WASHINGT‘ 
Alabama 
Arizona 
Kansas 


MINNESOTA 
NEW MEXI( 





* Applies only to income derived from intangibles. 
> Held invalid. 








Illinois. Revenue from a graduated personal in- 
come tax, adopted in 1932 but later declared uncon- 
stitutional, would have been credited to a new 
Public School Fund created especially to receive 


this rev enue.” 


Minnesota. The net proceeds from a tax on per- 
«onal and corporation incomes, adopted in 1933, are 
slaced in the Income Tax School Fund.” 


Montana. A personal income tax law, adopted in 
1933, provided that one-fourth of the net revenue 
should be placed in the Common School Equaliza- 
tion Fund and one-fourth in the Common School 
Interest and Income Fund. At the same time, rates 
of the existing tax on corporation incomes were dou- 
bled. One-fourth of the total revenue is credited 
to the Common School Equalization Fund. Before 
this, all of the revenue from the corporation income 
tax had been placed in the State General Fund.” 


New Mexico. A 1933 law levying a tax on in- 
comes of individuals and corporations provided that 
75 percent of the net revenue be placed in the newly 
created State School Equalization Fund. The re- 
maining 25 percent must be applied toward retir- 
ng certain state indebtedness; any .surplus must 
revert to the Equalization Fund.” 


Oklahoma. In 1931 the tax on personal incomes 
was replaced with a tax on both corporation and 
personal incomes and three-fourths of the gross 
proceeds was placed in the Common School Fund. 
Formerly receipts from the personal income tax had 
been credited to the General Revenue Fund. In 1933 
the rates of the tax were increased; the exemptions 
were lowered; a surtax was levied; and the cor- 
poration income tax was made applicable to finan- 
cial institutions. Five percent of the revenue must 
be deducted for certain administrative purposes; 
then three-fourths of the remainder is credited to 
the schools.” 


Utah. Laws taxing corporation and personal in- 
comes, adopted in 1931, provided that 75 percent 
of the net proceeds be placed in the State District 
School Fund.” 


Vermont. A law taxing personal and corporation 
incomes, adopted in 1931, provided that from the 


® Laws, 1931-32, First Special Session, p. 91 f. Effective 


combined proceeds, $300,000 would be payable to 
the Consolidated School Fund.” 


Washington. An initiative measure, adopted by 
the voters in 1932, levied a tax on personal and 
corporation incomes. Revenue went into the State 
Current School Fund. The tax was held invalid 
in 1933,%° 


Income taxes contributing indirectly to 
schools—Fight states that adopted personal or 
corporation income taxes or both between 1929 
and 1933 did not earmark the revenues spe- 
cifically for school support. Nevertheless, in 
four cases, and in the case of Tennessee's very 
limited income tax, these taxes do contribute 
substantially, altho indirectly, to public educa 
tion. 


Alabama. A constitutional amendment, adopted 
by the electorate on July 18, 1933, put into effect 
taxes on personal and corporation incomes. The 
warrant amendment, adopted at the same time, 
pledged the net proceeds of any income taxes; first, 
for retiring warrants and for paying interest until 
the state’s floating indebtedness is retired; then, 
for reducing ad valorem taxes. Of the $19,000,000 
to be refunded, $11,000,000 is for education.” 


Arizona. Taxes on personal and corporation in- 
comes were adopted in 1933. Revenues are credited 
to the State General Fund in which the schools par- 
ticipate to the extent of $20 per pupil in average 
daily attendance.” 


California. In 1929 a law passed taxing the fran- 
chise of all financial, mercantile, and manufactur- 
ing corporations, the amount of the tax to be deter- 
mined on the basis of net income. Proceeds were 
made payable to the State General Fund upon 
which the public schools of the state and the state 
university are given a prior claim. A constitutional 
amendment, adopted in 1933, extended this tax to 
include public utilities, formerly taxed on the basis 
of gross receipts. This amendment further required 
the state to raise from state sources the amounts 
that the constitution formerly required the counties 
to raise for school support.” 


July 1, 1932. See Bachrach v. Nelson, 349-579, 182 N. I )9 


Laws of Minnesota, 1933, Chapter 405. Effective for incomes earned in 1933 calendar year or in fiscal year ending in 1933 


' Laws of Montana, 1933, Chapters 166 and 181. Effective March 16, 1933. 


Laws of New Mexico, 1933, Chapter 85. Effective March 14, 1933. 


Session Laws of 1931, Chapter 66, Article 7. Effective April 4. 1931. Session Laws. 1933, Chapter 66, Article 8. Applicable 


for taxable year 1933 and succeeding taxable year 


“ Laws of Utah, 1931, Chapters 39 and 44. Effective May 12, 1931. 


% Laws of Vermont, 1931, No. 17, Parts I and II. Effective December 31, 1931. 


© Laws of Washington, 1933, Chapter 5. Effective for incomes earned in 1932. See Culletin et al. v. Chase et al 


Inc., et al. v. Chase et al., 25 P. (2d) p. 81-91. 
" Extra Session, 1933, Act No. 


'S Laws of First Special Session, 1933, Chapter 8. 


125. Became Article XXII of the Constitution of Alabamg. Act No. 169. Effective upon adop- 
n of income tax amendment; Act No. 179. Became Article XXIII of the Constitution of Alabama. 


® Statutes of 192, Chapter 13. Effective March 1, 1929. Constitution of California, Article XIII, Section 14 e. In 1933 this 


became Article XIII, Section 15. Statutes of 1933, Chapter 63. 
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and McKale’s 


























































Georgia. A personal and corporation income tax 
law, adopted in 1929, levied an amount approxi- 
mately equal to one-third of the federal tax. Re- 
venue went into the State General Revenue Fund, 
but the main purpose of the Act was to make more 
money available for the schools. Georgia has a law 
requiring that 50 percent of all revenues received 
by the state shall be used for the support of the 
state school system. The 1929 income tax law was 
repealed in 1931 and a new law, containing pro- 
visions independent of the federal law, was sub- 
stituted.” 


Tennessee. A law taxing personal and corpora- 
tion incomes derived from stocks and bonds was 
adopted in 1929. From the proceeds of this tax, the 
state received 55 percent. The Tennessee public 
schools are given a specific claim on one-third of 
the gross revenues of the state. In 1931, a provision 
exempting income from certain stocks was revised so 
as to make additional income of this type taxable.” 

Income taxes not available for education— 
Contributions that the income taxes adopted in 
Idaho, Kansas, Oregon, and Tennessee make 
to the state school system, if these taxes con- 
tribute at all, are negligible. It is possible that 
revenues going to the local units from the Ten- 
nessee individual income tax, adopted in 1931 
and declared unconstitutional in 1932,?* con- 
tributed indirectly thru local funds to local 
support of education. However, since this re- 


port deals only with state support of education, 
laws of this nature are beyond its scope. 

Revisions of earlier income tax laws—Dur- 
ing the period, 1929-33, eight states that had 
income taxes before 1929 revised their laws in 
such a way that their contribution to state 
support of education was modified. 


Delaware. In 1929 a personal income tax act was 
enacted, superseding all previous acts. This re- 
vision represented a slight decrease. Net proceeds 
are payable to the State School Fund. The governor, 
according to 1931 legislation, has power to reduce 
the income tax in conformity with the needs of the 





School Fund. In 1932 he authorized a refund 
percent of the taxes collected for the year « 
December 31, 1931.” 


Massachusetts. The personal income tax 
revised in 1929. Most of the net proceeds ar; 
under the Education Law for schools.” 


Missouri. In 1931 a personal income tax 
having rates graduated from 1 to 4 percent \ 
substituted for the law having a flat 1 percent ra; 
Proceeds go into the General Revenue Fund 0: 
which one-fourth, by constitutional provision, n 
be used for the schools. The practise has be 
appropriate one-third. At the same time a 
equalization law was enacted that provided 
increased state aid for the schools.” 


North Carolina. In 1931 the existing persons 
and corporation income tax laws were replaced 
new laws providing for increased rates. At 
same time a law providing for state support of ¢! 
six months’ constitutional term on state standa 
was enacted. Rates of the personal income tax w: 
again increased in 1933 and a plan for state suppo: 
of an eight months’ school program on state stand 
ards was adopted.” 


North Dakota. Personal income tax rates we 
increased in 1933. Revenues are placed in the Stat 
General Fund from which important educations 
appropriations are made.” 


South Carolina. The rates on corporation in 
comes were increased in 1930 and the brackets fo: 
the tax on personal incomes were lowered. Revenues 
were placed in the State General Fund which i 
1927 provided nearly half of the total general schoo 
fund. The rates on personal incomes were furth: 
increased in 1933 and exemptions were decreased 
The School Act of 1933 earmarked for school pur- 
poses $893,000 of the personal income tax 
ceeds.” 


Virginia. In 1930 the exemptions were increased 
in the personal income tax. This, it was estimated 
would decrease the revenue by about $340,000 
Revenue is credited to the General Revenue Fund 
from which certain educational appropriations are 
made.” 


»® Georgia Laws, 1929, p. 92-99. Georgia School Code, 1923, p. 38, Section 109. Georgia Laws, Extraordinary Session, | 


Act No. 13. Effective January 1, 1931. 


2! Public Acts, Regular Session, 1929, Chapters 86 and 116. Extraordinary Session, 1929, Chapter 16. Acts of 1909, Chapte 
264, Section 1; as amended by Acts of 1913, Chapter 23, Section 1; and by Acts of 1923, Chapter 75, Section 7. 


* Public Acts, Second Extraordinary Session, 1931, Chapter 21. Declared unconstitutional by State Supreme Court of Tenn 
essee, July 22, 1932, in L. C. Evans, et al., v. Charles M. McCabe, et al., 164 Tenn. 672, 52 (2d) 159. 


* Laws of Delaware, 1929, Chapter 8. Effective for the year 1930. Laws of Delaware, 1931, Chapter 9. 


1929, Chapter 361. 
Effective April 16, 


* Massachusetts Acts and Resolves, 


% Laws, Missouri, 1931, p. 365-75. 
tion 7, 


°* Public Laws of North Carolina, 1931, Chapter 427, Sections 310 and 311. 


General Laws, Chapter 70, Section 1. 
1931. 


p. 334-47. Comstitution of Missouri, Article X1, Sec 


Chapter 430, Section 1. Public Laws o! 


North Carolina, 1933, Chapter 445, Sections 310 and 311. Chapter 562, Section 1. 


** Laws of 1933, Chapter 253. 


Effective December 31, 1933. 
28 Acts, South Carolina, 1930, Act 803, Sections 1, 3, and 4. 


Applicable to all incomes earned or accrued on and after 


January 1, 1930. Acts, South Carolina, 1933, ‘School Act of 1933.” 
Acts of Assembly, 1930, Chapter 46. Effective for taxable year 1930. 


[14] 





Wisconsin. From 1925 to 1931, the claims of the 
state consolidated and graded schools and the state 
high schools on the General Fund and the claims 
of the state university, the normal schools, and the 
common schools on the state property tax were met 
from the income tax. This provision was repealed 
in 1931 and the income tax revenue is now placed 
in the State General Fund, from which all state 
appropriations for education are made. In 1°32 the 


Laws of Wisconsin, 1931, Chapter 416, Section 1. Effec 


basis of the income tax was changed from the aver- 
age annual net income received during the previous 


three years to the single year of net income 


Yield of income taxes—The annual yield for 
certain recent years of certain income taxes 
contributing to state support of education, as 
discussed above, is given in Table 4. 


TABLE 4.—ANNUAL YIELD OF NEW AND REVISED STATE INCOME 
TAXES CONTRIBUTING TO STATE SCHOOL SUPPORT, 1929-33 





State taxed 


Object 





1 2 





Arizona 
Arkansas 
California 
Delaware 
Georgia 
Massachusetts 
Missouri 
Montana 


Personal and corporation incomes 
. Personal and corporation incomes 
.. Corporation incomes 
. Personal incomes ; 
. Personal and corporation incomes 
Personal incomes 
.. Personal and corporation incomes 
. Personal incomes ate 
Corporation incomes . 


New Mexico . Personal and corporation incomes 


Yield 


$500,000* 4 
668,140" 1 l 
5,474,400° 1931 
653.8004 ending June 
~ 7> 1931 
1931 
1931 


North Carolina 
North Dakota 
Oklahoma 

South Carolina 


. Personal and 
. Personal and 
.. Personal and 
Personal and 

. Personal anc 


corporation incomes 
corporation incomes 
corporation incomes 
corporation incomes 


431,900” 
830,378° 
1,715,204! 


1931 

, 1931 
ending June 

1931 


.. Corporation incomes 

.. Personal and corporation incomes 

.. Personal and corporation incomes 
. Personal and corporation incomes 


Tennessee 
Vermont 
Virginia 
Wisconsin 


496,298 
685,935" 
4,110,355" 
7,259,212! 


ending June 
93) 


1931 


1 ending June ; 





* Estimate. 

* Evening Star (Washington, D. C.), June 1, 1933. 
»U. S$. Department of Commerce, Bureau of Census 
© California Tax Research Bureau. Report. January 23, 


Financial Statistics of 
1933, 


States. 1931 


' Information from H. V. Holloway, state superintendent of public instruction 


* Montana Education, April, 1933. p. 25 
‘Information from Marshall Gregory, 


director of research, State Department of Publi 


Instruct 


* Commissioner of Finance and Taxation. Fifth Biennial Report. 
* Information from Francis L. Bailey, state commissioner of education. 


' Wisconsin Tax Commission. Bulletin No. 53. This figure includes the revenue from (1) the surtax 


fund. $1,986,529: and (2) the emergency relief tax, $1,560 


tirement 








IV. Sales Taxes 


For convenience in discussion, sales taxes are 
here divided into two groups: (a) those which 
are levied on all or nearly all sales of a given 
type, and (b) those which are levied only on 
sales of specified commodities. These two types 
are discussed in order. 


General Sales Taxes 


Since the beginning of 1929, fifteen states 
have adopted general sales tax laws. Revenues 
from general sales taxes in seven of these fif- 
teen states were earmarked in whole or in part 
for state school support; in seven states reve- 
nues were placed in general funds from which 
substantial appropriations are made for the 
schools. Table 5 sets forth the 1928-33 devel- 
opment of state general sales tax legislation as 
related to state school support. 


General sales taxes earmarked for state 
school support—General sales taxes were en- 
acted to contribute directly to state school sup- 
port in the following states: 


Illinois. Net revenue from a 3 percent sales tax, 
adopted early in 1933 but later declared unconsti- 





1 Laws of Illinois, Fifty-eighth General Assembly, 1933, p. 


(See Winter v. Barrett, 352 Ill., 441.) 


tutional, was to have been distributed month 
the counties in proportion to their population, + 
used in Cook County for relief purposes and i) 
other counties for schools. Under certain condi; 
some of the money in Cook County could have 
used for schools and the money in the other co. 
could have been diverted for relief purposes 
tax was replaced later in the session with a 2 
cent retail sales tax designed to operate from 
1, 1933, to July 1, 1935. Up to February 1, 
the proceeds are to be used for emergency rx 
after that date, they are to be paid into a new 
fund called the Occupational Tax Fund. 
March 1, 1934, the Common School Fund and 
University of Illinois, each, is to receive fron 
fund the amount it would receive from a state | 
erty tax levied for it. The amount that would ot 
wise have to be raised by means of such a pro; 
tax will thus be reduced.’ 


Michigan. A 3 percent gross retail sales tax 
r adopted in 1933, provides that $31,700,000 of 


net revenue be appropriated annually as follow 


$12,000,000 to the State Emergency Welfare | 
$19,000,000 to the General Fund for the fiscal 
ending June 30, 1934, and June 30, 1935, $500 


to the University of Michigan, and $200,000 to th 


Michigan State College. Any remainder was ord: 
placed in a special fund to be disbursed only 
appropriation by the legislature. From this spe 
fund, an annual appropriation of $15,000,000 
938-44, 924-29, 1090-91, 


945-47. Effective March 22 


TABLE 5.—STATE GENERAL SALES TAXES AS RELATED TO STATE 
SCHOOL SUPPORT, 1928-33 





States having general sales taxes in specified years 


[CAPITALS indicate general sales tax revenues earmarked in whole or in part for state school support; 
italics indicate general sales tax revenues contributing to state school support indirectly thru state ap 


propriations from general funds.] 





1928 1929 1930 





1931 1932 1933 





1 2 3 


4 5 6 





Delaware* 
Penns ylvania* 


Delaware* 
Pennsylvania*® 


Delaware* 
Pennsylvania*® 


Virginia 

West Virginia 
Georgia 
Mississippi 


Virginia 
West Virginia 
Georgia 


Virginia 
West Virginia 


Delaware* 
Pennsylvania* 


Delaware* 
Penns ylvania* 
Pennsylvania 
Virginia 

West Virginia 


Delaware* 
Pennsylvania* 
Pennsylvania 
Virginia 

West Virginia 


Virginia 

West Virginia 
Georgia 
Mississippi 
North Carolina 


Mississippi Mississippi 

North Carolina Northk-Carotin 
North Carolina 
Arizona 
California 
ILLINOIS 
Indiana 
MICHIGAN 
New York 
OKLAHOMA 
OREGON 
SOUTH DAK‘ 


UTAH 
WASHINGTON 





® These are. respectively, a merchants’ and manufacturers’ license tax and a mercantile license tax. They levy a flat 


plus a tax measured by gross value of sales. 


\ 


x 





[16] 











made for support of the public schools. The tax, 
however, it was estimated, would produce only 
$32.000,000.? 


Oklahoma. All of the revenue from a 1 percent 
retail sales tax, adopted in 1933, with the exception 
of 3 percent to cover Costs of collection, was ear- 
marked for the schools as follows: 50 percent to 
the common school districts for reduction of local 
school taxes, 30 percent for the purchase of teach- 
ers’ non-payable warrants, and 17 percent for the 
Special Common School Equalization Fund.* 


Oregon. A 1% percent tax on retail sales and 
certain utility services was adopted in 1933. Seventy- 
five percent of the net. receipts was earmarked for 


school purposes. 


South Dakota. In 1933 a gross income tax was 
levied. Fifty percent of the gross revenue was ear- 
marked for the schools as follows: 5 percent for 
schools unable to operate because of delinquent local 
taxes, and 45 percent for the Interest and Income 
Common School Fund. Local property levies are to 
be reduced by the amount received from this fund.‘ 


Utah. The net revenue of a comprehensive retail 
sales tax of 2 percent, adopted in 1933, after $2,000,- 
000 annually is set aside for relief purposes, must 
be placed in the State District School Fund to re 
{uce the state property tax levy. Any balance of 
the $2,000,000 not used for relief and remaining 
at the end of the fiscal year must be transferred to 
the State District School Fund.° 


Washington. In 1933 a classified sales tax on 
manufacturers’, wholesalers’, and retailers’ sales 
and on sales of certain services was adopted. All 
of the revenue, up to $12,500,000, was ordered 
placed in the State Current School Fund.® 


General sales taxes contributing indirectly 
to the schools—Seven states enacted general 
sales taxes which, altho not earmarked for edu- 
cation, contribute significantly thru appropria- 
tions from the general funds. Brief descriptions 
of these measures follow: 


Arizona. A 2 percent sales tax, adopted early in 
1933, was declared unconstitutional. The legisla- 





8 Public Acts, 1933, No. 167. Effective June 28, 1933. 


ture at a special session replaced this with a classi- 
fied gross income tax. After 19 percent of the 
revenue is set aside for certain specified purposes, 
75 percent of the remainder is placed in the State 
General Fund from which appropriations are made 
for education.’ 


California. In 1933, a flat-rate retail sales tax 
was adopted. Revenue was ordered placed in the 
State General Fund upon which the schools a 


- 
given a prior claim. At the same time a constitu- 
tional amendment providing for increased state 
school support was adopted. 


Georgia. Revenue from the 1929 classified gross 
sales tax which expired in 1931 was placed in the 
State General Fund, but the measure was supported 
for the specific purpose of making more money 
available for the public schools. As previously indi- 
cated, Georgia has a law requiring that 50 percent 
of all revenues received by the state from all sources 
shall be used for the state school system.° 


Indiana. In 1933 a gross income tax was adopted 
which is described as a “cross between a general 
sales tax and a net ircome tax.” Net revenue is 
credited to the General Fund. At the same time the 
legislature provided for increased state school sup- 
port which will necessitate a state school fund of 
over $20,000,000 to come from the General Fund.” 


Mississippi. In 1930 a classified gross sales tax, 
which expired in 1932, was adopted. In 1932 a gross 
income tax, designed to expire June 30, 1934, was 
adopted. All state taxes in Mississippi are payable 
to the General Fund of the state from which ap- 
propriations are made for the public schools. Such 
appropriations for the school year 1932-33 amounted 
to $7,630,000." 


New York. In 1933 a retail sales tax was 
adopted. Revenue is payable to the State General 
Fund, from which appropriations for education are 
made.” 


North Carolina. In 1931 a graduated gross sales 
tax was levied on retail and wholesale merchants, 
for the purpose of supporting at state expense the 
six months’ constitutional term on state standards. 
In addition to this tax, the legislature, in its 1933 


> 


236. Effective July 7, 1933. 


3 Harlow’s Oklahoma Session Laws, 1933, Chapter 66, Article 9, Sections 675-89. Effective June 1, 1933 
* Session Laws of South Dakota, 1933, Chapter 184. Effective July 1, 1933, to June 30, 1935. Chapter 185. 


5 Laws of Utah, Special and Regular Sessions, 1933, Chapter 63. Effective March 21, 1933, to April 1, 1935; as amended by 
Laws of Utah, Second Special Session, 1933, Chapter 20. Effective August 3, 1933. 


® Laws of Washington, 1933, Chapter 191. Effective March 21, 1933. 


* Laws of Regular Session, 1933, Chapter 90. Effective April 30, 1933. See Cox v. Stultz Eagle Drug Co. 21 P. (2d) 914, 
18. Laws of First Special Session, 1933, Chapter 17. Effective June 28, 1933, to March 1, 1935. 


® Statutes of California, 1933, Chapter 1020. Effective July 31, 1933. Chapter 63. 
® Acts, 1929, p. 103 f. Effective October 1, 1929, to December 31, 1931. Georgia School Code, 1923, p. 38, Section 109. 
” Acts, 1933, Chapter 50. Effective May 1, 1933. Chapter 96. Effective January 1, 1934, or as soon after as possible 


'\ General Laws of Mississippi, 1930, Chapter 90, Article I. Effective May 31, 1930. General Laws of Mississippi, 1932, 
Chapter 90. Effective April 30, 1932, to June 30, 1934. Information from A. S. Coody, secretary, Mississippi State Tax Com- 


mission, 


? Laws of New York, 1933, Chapter 281. Effective April 19, 1933. 


[1 


| 

































































































































































































































































































session, adopted, in connection with the new eight 
months’ school program to be supported wholly at 
state expense, a 3 percent tax on retail sales.” 

General sales taxes not available for educa- 
tion—Proceeds from the Emergency Relief 
Sales Tax of 1 percent, adopted by Pennsyl- 
vania in 1932, were placed in the General 
Fund, but the reason for levying the tax was 
to provide unemployment relief.'* 


Yield of general sales taxes—Table 6 gives 
the annual yield of general sales taxes adopted 
since the beginning of 1929 that contribute 
to the schools. 


TABLE 6.—ANNUAL YIELD OF STATE 
GENERAL SALES TAXES CONTRIB- 
UTING TO STATE SCHOOL SUPPORT, 
1929-33 





State 


Estimated annual yield 





1 





Arizona 
California 
Georgia 
Illinois 
Indiana 
Michigan 
Mississippi 
New York 
North Carolina 
North Dakota 


$900,000" 
$48,000,000" 
$950,000" 
$33,000,000 
$12,000,000 
$32,000,000" 
$2,347 ,442¢ 
$28,000,000 
$8,160,000" 


to $14,000,000" 


to $30,000,000" 


and many others. The discussion of these taxes 
is organized according to the commodity <¢¢. 
lected for taxation. 

Taxes on sales of tobacco—During the pe 
riod 1929-33, seven states adopted tol 
sales taxes.!° In three of these seven states the 
revenues were earmarked in whole or part 
for purposes of state school support. In two 
states they were ordered placed in state general 
funds from which substantial educational ap 
propriations were made. In two states, Ari 
zona '® and Michigan,"* contributions for edu 
cational support were little or nothing. “lw 
of these seven states and four others that had 
existing tobacco sales tax laws revised the laws 
in such a way that revenues available for the 
state school systems would be affected. ‘Table 7 
sets forth the 1928-33 development of state 
tobacco tax legislation as related to state schoo! 
support. 

The three states adopting tobacco sales taxes 
between 1929 and 1933, inclusive, that ear- 
marked the proceeds in whole or in part for 
the state school systems were: 


Ohio. In 1931 a cigarette sales tax was imposed 
for the years 1931, 1932, and 1933. The revenues 


Oklahoma 
Oregon 

South Dakota 
Utah 
Washington 


were ordered placed in a Cigarette Tax Fund to 
be used for (1) paying expenses of administe: 
ing the tax, (2) paying expenses of the State Equal 
ization Fund for schools, (3) constructing, recon 
structing, repairing buildings at the institutions ad 
ministered by the Department of Welfare, or ac- 
quiring land for such institutions. A 1933 enactment 
extends the tax from January 1, 1934, to December 
31, 1935, and appropriates the revenue to the Pub- 
lic School Fund.” 


$6,000,000” 





® Estimates based on figures: Joseph G. Riddle. Revenue from 
General Sales Taxes. Chicago: American Legislators Association, 
December 6, 1933. p. 5. 

» Evening Star (Washington, D. C.), June 1, 1933. 

© Estimate based on $1,173,721.15 produced during first six 
months of operation. Stone, A. H. Mississippi Sales Tax Statis- 
tics. Jackson, Miss.: State Tax Commission, 1932. 

4 Information from Marshall Gregory, director of research, 
State Department of Public Instruction. 


e ti i, y, 1934. p. 17. P 
ae Ree a, Se - Oklahoma. A cigarette sales tax law, adopted in 


1933, provided for apportioning 95 percent of the 
gross revenue to the school districts of the state. 
This law, however, never went into effect. It was 
defeated by a referendum vote on August 15, 1933.” 





Selective Sales Taxes 


Sales of certain specified commodities are 
frequently selected for taxation. A list of such 
commodities would include: tobacco, gasoline, 
malt, alcoholic liquors, cosmetics, amusements, 


Texas. In 1931 a cigarette sales tax law requir- 
ing that half of the proceeds be placed in the State 
Available School Fund was enacted. This law was 





13 Session Laws, 1931, Chapter 427, Session 164. 
1933, to June 30, 1935. 

4 Laws, Pennsylvania, Extraordinary Session, 1932, Act No. 53. Effective August 19, 1932. 
Mississippi, Ohio, Oklahoma (defeated at referendum) 


Session Laws, 1933, Chapter 445, Sections 400-522. Effective Ju 


% Arizona, Louisiana, Michigan (defeated at referendum), 
Texas. 

8 Laws of First Special Session, 1933, Chapter 18. Net revenue for Board of Public Welfare. 

Public Acts, Michigan, 1929, Act 119. Effective August 28, 1929. Revenue for General Fund. 


8 Laws of Ohio, 1931, p. 805-15. Became Sections 5894-1 thru 5894-21 in Ohio General Code. 
Service, September, 1933, Number. Sections 5894-1 thru 5894-2b. Effective July 14, 1933. 


1% Harlow’s Oklahoma Session Laws, 1933, Chapter 66, Article 13, Sections 710-27. Effective May 17, 1933. 
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Baldwin's Ohio ( 





Se aegis Path ide 


tS 5 


amended in 1933 to give all of the revenue during 
the 1933-35 biennium to the State Available School 
F ind.” 

The two states adopting tobacco sales taxes 
during this period and providing that the rev 
enues be placed in state general funds from 
which substantial educational appropriations 
ire made were: 


Louisiana. In 1932 taxes on cigars, cigarettes, 
and smoking tobaccos were adopted and the reve- 
nues were placed in the State General Fund. At the 
same time increased appropriations were made for 
the common schools and the state university.” 


Mississippi. In 1930 a tax on retail sales of cigars 
and cigarettes was enacted. In 1932 the tax law was 
replaced with one which included smoking tobacco 
as well as cigars and cigarettes.” 


Aside from the states discussed above, four 
revised tobacco sales tax laws in such a way 
that revenues available for schools were af- 
fected. These states were: 

Alabama. In 1931 a 1927 act levying a tax on 
cigars, cigarettes, and cheroots, and placing the rey 


* Texas General Laws, 1931 Regular Session, Chapter 
on, Chapter 153, Section 3. 


21 Acts, Louisiana, Regular Session, 1932, No. 4 


“ General Laws of Mississippi, 1930, Chapter 90, Article III 


Chapter 92. Effective June 1, 1932, to June 30, 1934. 
23 General Acts, Alabama, Regular Session, 1931, Act 358 
Acts, Alabama, Extra Session, 1933, Act 175. 


4 Acts of Arkansas, 1929, No. 152. Effective March 20, 
12, 1931. Acts of Arkansas, 1933, No. 266 


Effective Sey 


enue in a Special Educational Trust Fund, was 
strengthened. In 1932 the rates on cigarettes were 
increased; the rates on cigars were reduced; and 
the tax was extended to other forms of tobacco 
However, since state appropriations from othe 
sources had been reduced, the increased revenue 
made available by this enactment (estimated at 
$800,000) was not expected to increase the total 
amount available in the state for schools. The tax 
was again strengthened in 1933,” 


Arkansas. A 1929 enactment replaced the 1927 
cigar and cigarette tax act with a new law. The 
claims against the proceeds remained substantially 
as they were before. The Common School Fund 
would receive the first $750,000; the Equalizing 
Fund, the next $750,000; and of any remainder 
each would receive one-half. The previous law had 
provided that the first $750,000 be credited to the 
Common School Fund, and any remainder, to the 
Equalizing Fund. In 1931 the sales tax on cigarettes 
was increased by one cent per package and the 
extra revenue thus made available was earmarked 
for buildings at the state higher educational insti 
tutions. All tobacco tax laws were strengthened in 
1933.” 


South Dakota. A 1929 enactment revised the 
cigarette tax law and provided that the revenue be 
placed in the State General Fund instead of the 


Effective July 21, 1931. Texas General La 


tember 1, 1932. 


Effective June 1, 1930 


t 


General Laws of Mississippi, 


General Acts, Alabama, Extra Session, 1932, Act 113 
Retroactive and effective as of November 21, 1932. 

1929 {cts of Arkansas, 1931, Nos. 18 and 19. Effective Fe 
Effective March 30 


TABLE 7.--STATE TOBACCO TAXES AS RELATED TO STATE SCHOOL 
SUPPORT, 1928-33 





States having tobacco tax laws in specified years 


[CAPITALS indicate tobacco tax revenues earmarked in whole or in part for state school support; italics 
indicate tobacco tax revenues contributing to state school support indirectly thru state appropriations from 


general funds.] 





1928 1929 





1 2 


1933 


6 





ALABAMA 
ARKANSAS 
Georgia 

lowa 

Kansas 
LOUISIANA® 
North Dakota 
South Carolina 


SOUTH DAKOTA 


TENNESSEE 
Utah 


ALABAM 


A 
-ARKANSAS 


Georgia 
lowa 
Kansas 


North Dakota 
South Carolina 
South Dakota 
TENNESSEE 
Utah 
Michigan» 


ALABAMA 
ARKANSAS 
Georgia 
Towa 

Kansas 


North Dakota 
South Carolina 
South Dakota 
TENNESSEE 
Utah 


Mississip pi 


ALABAMA 
ARKANSAS 
Georgia 
lowa 
Kansas 


North Dakota 
South Carolina 
South Dakota 
TENNESSEE 
Utah 
Mississippi 


OHTO 
TEXAS 


ALABAMA 
ARKANSAS 
Georgia 

lowa 

Kansas 
Louisiana 
North Dakota 
South Carolina 
South Dakota 
TENNESSEE 
Utah 
Mississippi 


OHRTO 
TEXAS 


ALABAMA 
ARKANSAS 
Georgia 
lowa 
Kansas 
Louisiana 
North Dakota 
South Carolina 
South Dakota 

rENNESSEE 
Utah 


Mississippi 
OHIO 
TEXAS 
Arizonz 


a 
OKLAHOMA?» 





* Repealed. 


> Defeated at referendum. 











special building fund for educational institutions. 
In 1933 the law was replaced with a stronger one. 
Substantial appropriations are made for the state 
school system from the State General Fund.” 


Tennessee. In 1929 the tax on sales of cigarettes 
was increased. All of the revenue is credited to the 
State Educational Equalization Fund.” 


Table 8 gives the annual yield of tobacco 
taxes adopted or revised since the beginning of 
1929 that contribute to the support of the state 
school system. 


TABLE 8—ANNUAL YIELD OF NEW 
AND REVISED STATE TAXES ON 
SALES OF TOBACCO PRODUCTS 
CONTRIBUTING TO STATE SCHOOL 
SUPPORT, 1929-33 





Year ending 
3 


State Yield 


1 2 








Alabama 
Arkansas 
Mississippi 
Dhio . 
Oklahoma 
Tennessee 
Texas 


$1,500,000* * 
$508,451» 
$662,517¢ 

$4,500,000* ¢ 

$1,500,000* ¢ 
. .$2,184,448¢ 
$153,041° 


September 30, 1931 
December 31, 1933 


June 30, 1932 
December 31, 1931 


* Estimate. 

® Correspondence with Frank L. Grove, secretary, Alabama 
Education Association. 

> Journal of Arkansas Education. November, 1933. p. 8. 

© Tax Research Foundation, Federal and State Tax Systems, 
1933. p. 198-200. 

4 The yield from effective date September 1, 1931, to Decem- 
ber 31, 1933 was $10,100,000. Information from_B. O. Skin- 
ner, director of education, State Department of Education. 

© Evening Star (Washington, D. C.), June 1, 1933. 





Taxes on sales of gasoline and lubricating 
oil—In 1928 Massachusetts and New York 
were the only states that did not have gasoline 
sales taxes. By 1929 all of the forty-eight 
states had this type of tax and, since then, none 
have abandoned it. Revenues are generally used 
only for road construction and upkeep. How- 
ever, a few states deviate from this practise. 
During the 1929-33 period Louisiana, Ohio, 
and Texas adopted the practise of earmarking 
part of the gasoline tax proceeds for their state 
school systems, and Florida, Georgia, and Wis- 





2 Session Laws of South Dakota, 1929, Chapter 242. 


1931, Second Extra Session, Chapter 1. 
% Acts, 1929, p. 101, Section 2. 
% Acts, Louisiana Extra Session, 1930, No. 1. 
%® Jaws of New Mexico, 1933, Chapter 115. 

81 Laws of Ohio, 1933, p. 629-31, 631-42. 

82 Tax Research Foundation. 
% Laws of Wisconsin, 1933, Chapter 140, Section 20.49. 


Federal and State Tax Systems, 


consin provided for increased school su; 
from this source. In Wisconsin part of the re 
enue was diverted to the Genera! Fund, | 
which all educational appropriations are m 
Florida later repealed all provisions giving 
gasoline tax proceeds to the schools. Anothe 
state, New Mexico, earmarked the reveny, 
from a new tax on lubricating oil for sc! 
purposes. Summaries of these laws follow: 


Florida. In 1929 a tax of one cent a gall 
gasoline was added to the existing five-cent tax 
the additional revenue placed in the Public 
School Fund. This law, along with a 1927 proy 
that two-thirds of one cent from the proceeds of : 
five-cent tax be apportioned to the county scl 
was repealed in 1931.” 


Georgia. The gasoline tax was increased 
two cents in 1929 and one cent of the total tax 
earmarked for an Equalization School Fund. | 
the former law the schools had been entitled to 
one-half cent per gallon. The law was amend: 
1931 to provide that, before the revenue from | 
and from an existing one-cent per gallon tax 
kerosene go to the schools, one-half percent be 
ducted in order to cover cost of collection 
speation.” 


ana 


Louisiana. A constitutional amendment adop: 
in 1930 increased the tax on gasoline, naphtha, be: 
zine, etc., by one cent per gallon and earmarked 
one-half cent for an equalizing fund.” 


New Mexico. A 1933 law levied a tax of f 
cents a gallon on lubricating oil. The revenue was 
ordered placed in a Free Textbook Fund.” 


Ohio. One cent of the gasoline tax was remoy: 
in 1933 and replaced with a one-cent tax on al 
liquid fuels. The net revenue from the liquid fue 
tax was allocated to the State Public School Fund.’ 


Texas. In 1929 the rate on gasoline was change! 
from two cents to four cents. One-fourth of the re\ 
enue, by constitutional provision, must be placed ir 
the State Available School Fund.” 


Wisconsin. The 1933 budget act provided that 
during the two fiscal years, 1933-34 and 1934-35 
$1,000,000 per year be diverted from the revenue of 
the gasoline tax to the State General Fund, from 
which all state school expenses are paid.™ 


Sessions Laws of South Dakota, 1933, Chapter 190. 


% Public Acts, 1929, Regular Session, Chapter 50. Public Acts, 1929, Extraordinary Session, Chapter 17. 
Effective December 9, 


= Laws of Florida, 1929, Chapters 14573 and 14575. Laws of Florida, 1931, Chapter 15659. Effective July 1, 


7. Public A 
1931. 
1931 


Became Article 6A, Section 1-14 of Constitution of Louisiana. 


1933. p. 140. 


20 





Yields of the taxes discussed above are given 
in Table 9. 


TABLE 9.—YIELD IN 1931 OF STATE 
GASOLINE TAXES CONTRIBUTING 
ro STATE SCHOOL SUPPORT 





Yield 


> 


$14,986,170" 
J $13.313.500 
Louisiana $9,397,783 
$39.328.053 
$30.514.558 
$15,780.181 


$35,000* 


Ohio 

iexas 

Wisconsin 

New Mexico (lubricating oil) 


rce: Tax Research Foundation. Federal and State Tax 


ms, 1933. p. 141. 

available for schools in 1931-32 fiscal year was 
Information from J. C, Compton, chief clerk, State 
artment of Public Instruction 


\mount 


5.55 


fuel oil tax from effective date, July 21. 
1933. was $2 


f education, State Department of Edu 


Net income of 
to December 30 
B. O. Skinner, director 


imate 





Taxes on sales of malt—In 1928 only one 
state had a tax on sales of malt; in 1933, nine 


1929-33 


states had such taxes. During the 
period, nine states adopted this type of tax. 
In none of these nine were proceeds in any wa) 


earmarked for the schools; in six, however, 


‘ Arizona, Arkansas, Georgia, Idaho, Michigan, Missis 


Laws, First Special Session, 1 Chapter 18 
% General Laws, Idaho, Extraordinary Session, 1 
Public Acts, 1929, No. 304. Effective August 28 

eds to be used for tuberculosis patients 
Acts of Arkansas, 1929, No. 181, 

© Georgia Laws, 1929, p. 72. 


Acts, 1930, No. 34. 


Sections 7-12 


Section 28. 


ippi, South Carolina 


Net revenue for Board of 
133, Chapter 17 


1929 


they contributed indirectly to state school sup 
and Michi 


proceeds contributed nothing to state 


port; in three, Arizona,** Idaho,** 
school support. During this period, Louisiana 
revised its existing malt tax law so that greate: 
revenue could be expected for the schools. 
Table 10 sets forth the 1928-33 


of state malt tax legislation as related to state 


development 


school support. 

The malt sales tax legislation affecting the 
ot 
briefly as follows: 


support state school systems is described 


Arkansas. A 1929 enactment levied a stamp tax 
on malt and malt extracts and provided that the 
revenue be used to reduce the state property tax. In 
1927, five and a half mills of the state property tax 
which was limited by constitutional amendment to 
ten mills, for education. A 1933 enactment 
shifted the malt tax revenue to the General Fund 
which, of i 


was 


as a source state school revenue, is 


negligible. 


Georgia. Georgia in 1929 adopted a malt sales 


tax law and ordered the revenue to be placed in 


the State General Fund, half of which must be used 
for state school support.” 

Louisiana. Louisiana in 1930 changed the admin 
istration of an existing malt tax so that greater 
revenue could be expected. All of the revenue was 
for the Educational Equalization Fund.“ 


(repealed in 1931), South Dal 
Public Welfare 

Effective July 1, 1933 
No 


Revenue for General Fun 


Public Acts, 100. Effective May 14, 1 


Arkansi No. 249. Effective March 30 


TABLE 10.—STATE TAXES ON SALES OF MALT AS RELATED TO STATE 
SCHOOL SUPPORT, 1928-33 





States having malt sales tax laws in specified years 


[CAPITALS indicate malt tax revenues earmarked in whole or in part for state school support; italics in- 
dicate malt tax revenues contributing to state school support indirectly thru state appropriations from gen- 


eral funds. ] 





1928 1929 


1 2 3 


1939 








LOUISIANA 
Arkansas 
Georgia 


South Dakota 
Tennessee 
South Carolina 


LOUISIANA LOUISIANA 
Arkansas 
Georgia 
Michigan® 
South Dakota 
Tennessee 


1931 1932 1933 


4 5 6 


LOUISIANA 
Arkansas 
Georgia 
Michigan 
South Dakota 
Tennessee 
South Carolina 


LOUISIANA 
Arkansas 
Georgia 
Michigan 
South Dakota 
Tennessee 


LOUISIANA 
Arkansas 
Georgia 
Michigan 
South Dakota 
Tennessee 
Mississip pi Mississippi 
Arizona 
Idaho 





* Administration suspended. 











Mississippi. A 1932 enactment levied a tax on 
sales of malt. Revenue was ordered placed in the 
General Fund, from which are made all state edu- 
cational appropriations.“ 


South Carolina. A malt tax was adopted in 1930 
and the revenue was placed in the General Fund. 
Rates of the tax were decreased in 1931 and later 
in that year the tax was repealed. Until 1933 ali 
state educational appropriations in South Carolina 
were made from the General Fund.” 


South Dakota. In 1929 a tax on sales of malt 
extract was adopted. All of the revenue was ordered 
credited to the General Fund to reduce the state 
property tax.” 


Tennessee. In 1929 a tax on sales of malt extract, 
derivatives, or combinations was adopted. As pre- 
viously indicated, the schools of Tennessee are given 
a claim on one-third of all the revenues of the 
state.“ 


Taxes on sales of alcoholic beverages—In 
1933, sales of 3.2 beer and wine and other 
alcoholic liquors became the object of much 
special sales tax legislation. At least thirty-one 
states adopted such a tax. Such legislation af- 
fecting state school support is described as 
follows: 


Arkansas. Seventy percent of the state’s revenue 
from beer is earmarked for the Common School 
Fund.” 


Connecticut. Revenue from a tax on the gross 
receipts from sales of alcoholic liquors was ordered 
placed in the General Fund from which state edu- 
cational appropriations are made. The law was so 
worded as to tax automatically all alcoholic liquors, 
irrespective of alcoholic content.“ 


Florida. All of the revenue from the tax on sales 
as well as from the license fees on manufacturers, 
wholesalers, and retailers is allocated to the County 
School Fund.” 


Idaho. Fifty percent of the revenue from a tax 
on sales of 3.2 beer and from license taxes is al- 
lotted to the State School Fund.* 





*! General Laws of Mississippi 1932, Chapter 95. 
#2 Acts, 
*8 Session Laws of South Dakota, 1929, Chapter 245. 
“4 Public Acts of Tennessee, 1929, Chapter 67. 


Indiana. Net revenue from state license and s 
taxes on alcoholic beverages was 
tributed to the tuition funds of the several s 
taxing units.” 


ordered 


Maine. Revenue from a tax on sales of 
beverages containing over one-half percent al 
was Credited to the General Fund of the state, { 
which significant educational 
made.” 


appropriations 


Maryland. Revenue from a tax on 3.2 beer an 
wine becomes a part of the state’s general reve: 
which is an important source of school support 


Michigan. From the revenue of the license 
sales tax on 3.2 beer and wine, the sum of $5 
is earmarked for the Primary School Fund.* 


Missouri. The revenue from such a tax 
Missouri was ordered placed in the General | 


one-third of which is used for education. 


Oklahoma. Ninety-five percent of the 
from a tax on sales of 3.2 fermented beverages 
from the license taxes is for the schools 


revel 


Pennsylvania. Revenue from the tax on 3.2 be: 
and wine in Pennsylvania was ordered placed 
the State General Fund. All state educational 
propriations are made from this fund. A tax of 
per gallon was levied on alcohol, whiskey, and wi 
manufactured or stored within the state before r¢ 
peal. Revenue was ordered turned into the Genera 
Fund, but one of the purposes for adopting th: 
measure was that of making an appropriation of 
$5,000,000 for financially embarrassed school dis 
tricts.© 


South Carolina. A law taxing sales of 3.2 beer 
and wine provided that 40 percent of the revenue 
collected in towns, cities, and incorporated villages 
and 50 percent of the revenue collected outside those 
limits be used for school purposes. This was late: 
repealed and a law levying a license and sales ta» 
was enacted. From the revenue of the license tax 
$24,000 was earmarked for state aid to schools.” 


1930, No. 810. Acts, 1931, No. 250. Information from W. G. Query, state tax commissioner. 


4 


Public Acts of Tennessee, 1931, Second Extra Session, Chapter 25. 
December 19, 1931. Public Acts of Tennessee, 1933, Chapter 59. 


Effective April 7, 1933. 


“5 Dawson, Howard A. “The Arkansas School Dollar.”” Journal of Arkansas Education 10: 6-10: November, 1933 


“ Public Acts of 1933, Chapter 140, Part II. 
“ Laws of Florida, 1933, Chapter 15884. 
“8 General Laws, Idaho, Extraordinary Session, 
Acts, 1933, Chapter 80. Effective March 1, 1933. 
™ Laws of Maine, 1933, Chapter 268. 

% Laws of 1933, Chapter 213. 


Effective April, 1933. 
Effective May 8, 1933. Chapter 16172. Effective June 7, 
1933, Chapter 3. 


1933, 
Effective June 21, 1933. 


82 Public Acts, Michigan, 1933, No. 64, Section 7. Effective April 27, 1933. 
58 Missouri Statutes, Annotated. Laws to April 10, 1933, with Annotations, Article 9, Sections 13139e thru 1313929. 


“4 Harlow’s Oklahoma Session Laws, 1933, Chapter 16. 


% Laws of Pennsylvania, 1933, No. 104. Effective May 5, 1933. Information from Edward B. Logan, budget secretary 


% Acts, South Carolina, 1933. ‘“‘School Act of 1933.” 
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Tennessee. From the net revenue of a state tax rectly thru the state general funds. Such tax 
on sales of 3.2 beverages, one-third must be retained 
by the state and one-third must be equally dis- 
tributed to the several counties to be used for ele- 
mentary schools or, by a two-thirds vote of the 
county court, for general purposes.” 






legislation affecting state school support is fur 





ther described below: 







Alabama. In 1932 the manufacture and sale of 
near beer was legalized and sales and license taxes 
were levied. Revenue is divided equally among the 






Utah. Net revenue from a tax on beverages con- 
taining not more than 3.05 percent alcohol (manu- 
factured within the state for sale outside the state) 
was ordered placed in a State Fund for the Reliet 
of the Unemployed Residents of Utah. After the 
removal of such necessity, 50 percent must be placed 
in a special fund to be known as the “Junior Col- 
lege Fund.” * 





sixty-seven counties and must be used to extend the 


an okioeeate 





60 





terms of the elementary schools. 






Louisiana. In 1932 a tax on sales of soft drinks 
was adopted. All of the revenue goes into the State 
General Fund from which the schools and the state 
university received increased appropriations.” 








‘v South Carolina. The tax on soft drinks was 

amended in 1930 to require that the Tax Commis- 
sion refund to dairies the tax paid on all milk drinks 
sold to schools. Revenue from this tax is placed in 
the general fund from which all state school ap- 
propriations are made.” 





Wisconsin. From the proceeds of a tax on sa 
of 3.2 malt beverages and wine up to July 1, 1933, 
were appropriated aids to certain school districts 
unable to complete the school year without assistance 
from the state.”” 








Table 11 gives the estimated annual yield 





Tennessee. A tax on liquid carbonic acid gas was 
adopted in 1929. Proceeds are placed in the State 


General Fund, 33% percent of which is for state 





of these taxes. 






school support.* 





TABLE 11—ESTIMATED ANNUAL 
YIELD OF STATE TAXES ON SALES Table 12 gives the annual yield of these 
OF ALCOHOLIC BEVERAGES CON- 
TRIBUTING TO STATE SCHOOL 
SUPPORT, 1933 







taxes. : 






TABLE 12.—ANNUAL YIELD OF STATE 






















State a _ _Yield TAXES ON SALES OF SOFT DRINKS 
1 2 CONTRIBUTING TO STATE SCHOOL 
———_ — - 
Saga SUPPORT, 1929-33 ; 
Arkansas $285,714* : 
Idaho $40,000! 
Michigan . $2,000,000' ate Yiel , hea, 
sono. <750'0004 State ield Year ending 
Oklahoma $650,.000* 1 2 3 
Pennsylvania: 
3.2 beer and wine $5,000 000° Alabama $4,.9034 September 30, 1933 
alcohol, whiskey, and wine $13,000.000 South Carolina $969,669» December 31, 1931 
Wisconsin . “s $1,200,000° rennessee $41 .070¢ June 30, 1932 
“Will probably produce $200,000 for schools. Journal o/ * Information from A. F. Harman, state superintendent of 
trkansas Education, November, 1933, p. 8. education 
> Information from William A. Gartin, accountant and chief > Tax Research Foundation. Federal and State Tax Systems 
clerk State Department of Education. 1933. p. 199 
© Evening Star (Washington, D. C.), June 1, 1933 ¢ Commissioner of Finance and Taxation. Fifth Biennial 
4 School and Community. April. 1933. p. 147 Report 






* Information from Marshall Gregory, director of research 
State Department of Public Instruction. y 
‘Information from Edward B. Logan, budget secretary. oe ; + 
Taxes on sales of miscellaneous articles and 
services—Aside from the commodities discussed i 
above, there are many miscellaneous articles I} 
and services subject to sales taxes. One such 















Taxes on sales of soft drinks—During the 
period 1929-33, three states adopted taxes on 
sales of various kinds of soft drinks. In Ala- 
bama, proceeds are specifically earmarked for 
the schools; in Louisiana and Tennessee, pro- Oklahoma. A 1933 enactment earmarked, for the 
ceeds contribute to state school support indi- Common School Fund, the revenue from an existing 






tax is specifically earmarked for the schools: 




















Public Acts of Tennessee, 1933, Chapter 69. Effective May 1, 1933 
58 Laws of Utah, Special and Regular Sessions, 1933, Chapter 35. Effective June, 1933. 






‘Laws of Wisconsin, 1933, Chapter 59. Effective April 3, 1933. 





General Acts, Alabama, Extra Session, 1932, Nos. 89 and 112. 





" Acts, Louisiana, 1932 Regular Session, Chapter 190, Sections 21 thru 23. 





® National Tax Association. Proceedings, 1930. p. 443 
© Public Acts of Tennessee, 1929, Chapter 92. Public Acts of Tennessee, 1929 Extra Session, Chapter 11 
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tax of + percent on gross receipts earned within which the state school system was given first . 

the state by freight car companies.” A constitutional amendment adopted in 1933 
Other taxes on sales of specific commodities ished this tax and provided that these publi: 

ties be taxed under the corporation income tax |ay 


that contribute thru general funds to school ; _ 
adopted in 1929.” 


support are too numerous to be described in 


detail here. A few illustrations follow: Maryland. A 1933 enactment taxes sums wa 


on all races conducted under the Racing Commission 
California. Up to 1933 California levied a tax except bona fide county fairs or agricultura 

on “operative” property of railroad and street rail- hibits.” 

way companies, gas and electric companies, express 

companies, telegraph and telephone companies, 

sleeping car and other car companies, and highway 

transportation companies, but the measure of the South Carolina. South Carolina increased ; 

tax was gross receipts from operation. Proceeds rates on candy in 1930 and levied a tax on e 


6S 


Mississippi. Mississippi levied a tax on a 
ment admissions in 1930 and revised it in 193 


were payable to the State General Fund, upon power in 1931. 


‘H. B. 225 

© Statutes of California, 1933, Chapter 63 

" Laws of 1933, Chapter 324 

* General Laws of Mississippi, 1930, Chapter 90, Article II. General Laws of Mississippi, 1932, Chapter 94 


* Code of Laws of South Carolina, Sections 2527 (5) and 2558 thru 2564 





wus the last year or so the sales tax has spread rapidly among American 

states. On the one hand this development has taken the form of selective 
taxation of specific commodities, such as tobacco, candy, cosmetics, electric power, 
and so on, with the result of building up in a few cases rather comprehensive sys- 
tems of selective excise or sales taxes. In other jurisdictions a different course of 
development has been followed. General sales taxes, varying in scope, but center- 
ing usually upon retail transactions, have been developed. . . . They reach a class 
in the community who pay little or nothing under the usual income tax, but who, 
nevertheless, owe a financial obligation to the state and may be capable of paying 
some additional taxes. The introduction of a sales tax broadens the base of state 
taxation. The administrative difficulties of the sales tax, however, have been 
quite generally underrated. Moreover it is difficult, if not impossible, to prevent 
such a tax from impinging in many cases on a class in the community near or below 
the subsistence level who should probably now be required to make no additional 
contribution to government. As contrasted with the income tax, the general 
sales tax is somewhat simpler, somewhat more dependable fiscally, but is perhaps 
less defensible from the point of view of equity —Joint Commission on the Emer- 
gency in Education. Report of National Conference on the Financing of Edu- 
cation, p. 58. 





V. Chain Store Taxes 


During the period 1929-33, twenty 
‘There 


veneral types of chain store taxes. One, 


States 
ded for chain store taxation. are 
y related to the general sales tax, is the 
retail sales tax which has rates gradu 
according to the amount of sales and 
h, for the purpose of levying the tax, 
ips the sales of the individual stores of a 
n into a lump sum and applies the higher 
During the period 1929-33, of 
this nature were adopted in Kentucky, New 
Mexico, Vermont, and (1933). 
The usual method, however, is to graduate the 
tax per store, according to the number of units 
in a chain. Indiana in 1929 was the first to 
adopt a tax of this nature and since then twelve 


taxes 


Wisconsin 


other states have done so. Minnesota adopted 


a combination of both types, and Georgia, 


During this period, chain store taxes adopted in Georgia 


was replaced in 1930 with 


Florida, Idaho 


nvalid a valid tax 


Alabama, Arizona Louisiana, Maine 


W nsin (1931) 


These three states 
33 enactment. 


are: Arizona 


Kentucky 


i 


and Wisconsin 


lopt 


Mississippi, and North Carolina a 


chain store taxes that do not fall und 


tl cla 


he ssifications described above. 
states the chain store tax is eat 


ot 
lark “d 
or in part for the purpose of state school 


port; in nine states the tax contributes 


directly thru the state general funds. In three 


states chain store tax proceeds contribute not 


ly 


1 
Cv il 


at all to state school support or only in neg 
gible amounts.® 

Table 13 sets forth the 1928-33 development 
of chain store tax legislation as related to state 
school support. 

Chain 


All or part of the revenue from chain store 


——" 
store taxes earmarked for 


vc} ‘ 


side tO 


taxes in the following states is set 


the state school systems. 


and 


TABLE 13.—CHAIN STORE TAXES AS RELATED TO STATE SCHOOL 
SUPPORT, 1928-33 





States having chain store taxes in specified years 


[CAPITALS indicate chain store tax revenues earmarked in whole or in part for state school support 
indicate chain store tax revenues contributing to state school support indirectly thru state appropri 


from general funds.] 


1930 
3 





Delaware® 
South Carolina 


Delaware* 
South Carolina 
Georgia 
INDIANA 
North Carolina 
Kentucky 
Mississippi” 


Delaware* 


Georgia 
INDIANA 
North Carolina 


4 


Delaware" 
South ¢ 


Delaware® 
South Carolina 


Delaware 
South Carolina 
Georgia‘ 
INDIANA 
North Carolina 
Kentucky 


INDIANA 
Vorth Carolina 


Kentucky 


INDIANA 
Vorth Ca 


Kentucks 
ALABAMA 


Arizona 
ii orida 
Wisconsin 


ALABAMA 
Arizona 
Florida 
Wisconsin 
Wisconsin 
LOUISIANA 
IDAHO 
Maine 
Maryland 
MICHIGAN 
MINNESOTA 
MONTANA 
NEW MEXICO 
Vermont 


WEST VIRGINIA 


ALABAMA 
Arizona 
Florida 
Wisconsin 


LOUISIANA 





a Not the usual kind of chain store tax. This is a branch store license tax levied against companies having the principal place 
of business outside the state and maintaining branch stores, warehouses, or distributing depots within the state. 


> Held invalid. 
© Repealed in 1933. 
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Alabama. A 1931 law levying a graduated chain 
store license tax provided that all of the net reve- 
nue be placed in the Special Educational Trust 
Fund.* 


Idaho. A graduated chain store license tax was 
adopted in 1933. Gross proceeds are credited to the 
State School Fund.’ 


Indiana. Indiana adopted a graduated license tax 
law in 1929 and directed that from the net proceeds 
there should be placed in the School Relief Fund 
$250,000 for the fiscal year ending September 30, 
1929; $550,000 for the fiscal year ending September 
30, 1930; $500,000 for the fiscal year ending Sep- 
tember 30, 1931; and $300,000 each year there- 
after. The law was revised in 1933 to increase 
materially the tax on large chains and to provide 
that the net revenue become a part of the General 
Fund. The legislature at the same time provided 
also for increased state school support from the 
General Fund.’ 


Louisiana. A chain store tax law, adopted in 
1932, provides that the net revenue be distributed 
to the parishes on the basis of population to be used 
first for liquidating bonded indebtedness and then 
(except for the Parish of Orleans, in which the 
balance must be placed in the General Fund) for 
public schools.” 


Michigan. A chain store license tax law, enacted 
in 1933, provides that the net revenue be appropri- 
ated to the school districts in proportion to the num- 
ber of teachers employed in the elementary schools, 
except that no primary district may be allotted an 
amount which, when taken with the Primary School 
Interest Fund distribution, exceeds $800.* 


Minnesota. A 1933 enactment levying on chain 
stores a graduated license tax and gross sales tax 
appropriates the gross revenue for aid to schools.’ 


Montana. Half of the net proceeds from a gradu- 
ated license tax, adopted in 1933, is earmarked for 
the Common School Equalization Fund.” 


New Mexico. One-third of the net revenue col- 
lected under certain sections of a License and Occu- 
pation Tax Law (graduated gross retail sales tax 
aimed at chain stores), enacted in 1933, is credited 


to the State Common School Current Fund 
one-third of the remainder, schools are to re 
aid for retiring indebtedness and meeting curre; 
expenses.” 


West Virginia. A chain store tax law, enact. 
in 1933, earmarks the net revenue for elementary. 
school support.” 


Chain store taxes contributing indirectly } 
school support—In the following states chain 
store tax proceeds are placed in the state gen 
eral funds from which substantial appropria 
tions are made for the state school systems: 


Florida. A 1931 enactment levies a graduated 
chain store license tax. Revenue is payable to the 
General Fund from which important state schoo! 
appropriations are made.“ 


Georgia. A 1929 enactment levying a license 
of $50 for each store in a chain of five or more was 
held unconstitutional. Revenue would have bee 
placed in the General Fund, one-half of which mus: 
be used for schools.” 


Maine. A 1933 enactment levying a graduated 
chain store license tax provides that the revenue be 
placed in the General Fund. All state school ap 
propriations are made from this Fund.” 


Maryland. Revenue from a 1933 graduated chain 
store license tax becomes a part of the state's gen- 
eral revenue from which important appropriations 
are made for schools.” 


Mississippi. A classified gross sales tax adopted 
in 1930 included an additional tax of one-fourth 
percent on the gross income of all retail stores 
any chain of more than five. This provision was 
declared unconstitutional. Proceeds would have beer 
placed in the General Fund from which all stat 
educational appropriations are made.” 


North Carolina. A 1929 tax of $50 per stor 
cases where there are six or more under the same 
management was held unconstitutional. A 1931 tax 
of $50 for each store in excess of one was found 
constitutional. The Revenue Act of 1933 changes this 
tax to a graduated tax ranging from $50 on the 
second, third, and fourth stores to $150 on ea 


* General Acts of Regular Session, 1931, Act No. 369. Effective October, 1931. 


® Session Laws, 1933, Chapter 113. Effective July 1, 1933. 


* Acts, 1929, Chapter 207. Effective July 1, 1929. Acts, 1933, Chapter 271. Effective January, 1934. Acts, 1933 


. Effective January 1, 1934, or as soon thereafter as possible. 


7 Acts of 1932 Regular Session, Act No. 19. 


* Michigan Public Acts, 1933, Act No. 265. Effective July 17, 1933. 


* Laws of Minnesota, 1933, Chapter 213. Effective July 1, 


© Laws of 1933, Chapter 155. Effective July 1, 1933. 


1933. 


1 Laws of New Mexico, 1933, Chapter 73. Effective January, 1934. 

12 Acts of Regular Session, 1933, Chapter 36. Effective March 8, 1933. 

18 General Laws of 1931, Chapter 15624. Effective July 3, 1931. 

“4 Acts of 1929, Section 27, p. 71. Became Section 993 (280) of 1933 Supplement to the Georgia Code. See Woolworth \ 
rison. Georgia Supreme Court, 1931. (156 S. E. 904.) (Ga. CT p. 5811.) (1931 CCH 12,026; Req. 36, 633.) 


1% Laws of 1933, Chapter 260. Effective July 1, 1933. 
16 Laws of 1933, Chapter 542. Effective June 1, 1933. 


17 General Laws of Mississippi, 1930, Chapter 90, Article I, Section 2-c, p. 227. Effective May 31, 1930. Interlocutor: 
junction granted by U. S. District Court, Southern District of Mississippi, Penny Stores, Inc. v. Mitchell, Sept. 9, 1930. Affu 
U. S. Supreme Court. (52 Supreme Court 27.) (Miss. CT p. 134Q.) 
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sti in excess of fifty. In each case the revenue 
was for the General Fund and the state accepted 


ncreased responsibilities for school support.” 


South Carolina. South Carolina in 1930 imposed 
graduated license tax. Revenue is placed in the 
from 


d 


General appropriations 


Fund which school 


made 


Vermont. In 1933 a graduated gross retail sales 
tax aimed at chain stores was adopted. Proceeds 
become a part of the state's general revenue from 
educational appropriations are 


which significant 


j 
maat 


Wisconsin. In 1933 the Wisconsin legislature 
provided for levying an occupation tax on chain 
stores. The law levies a graduated tax on gross 
income of all persons engaged in the chain store 
business within the state; but, if this tax is held 
invalid either in its entirety or in its application to 
any particular person or group, it levies in lieu of 
that a graduated license tax. The law allows an 
offset for any amount paid under the 1931-32 tax 
that was due to expire January 1, 1934. Revenue 
from the new tax is placed in the State General 


Saws of 1929, Revenue Act, Section 162. See 
701. Laws of 1931, Chapter 427, Section 162. Laws of 193 

1” Acts of 1930, Act No. 289. Effective April 5, 1930. 

” Acts of 1933, Act No. 24. Effective March 25, 1933, 


Laws of 1933, Chapter 469 


Great Atlantic 
3, Chapter 445, Section 


Effective July 25, 1933. Due t 


which state school expenditures are 


I und 
met.” 


from 


Yield of chain store taxes—TVable 14 gives 
the annual yield of chain store taxes adopted 
since the beginning of 1929 that contribute to 
state school support. 

TABLE 14.—ANNUAL YIELD OF CHAIN 


STORE TAXES CONTRIBUTING TO 
STATE SCHOOL SUPPORT, 1929-33 





State Annual yield Year ending 


1 2 3 


Alabama $24,2868 

Maine $50,000* » 
Maryland $300,000" » 
Minnesota $1,500,000 to $2,000.0 
Montana $40,000* « 

New Mexico $150,000* > 
Wisconsin $169,7454 


* Estimate 
® Net. Information from A. F. Harman, state 

of education, Montgomery, Alabama 
> Evening Star (Washington, D. C.), June 1, 19 
¢ Information from Montana Education Associati: 
4 Wisconsin Tax Commission, Bulletin No. 53 





Doughton, 196 N, C. 14 


Tea ( 


162 


ind Pacific mpany v 


expire December 31, 





VI. Corporation Taxes’ 


During the period 1929-33, annual corpora- Michigan. In 1929 the law levying organi 


tion taxes contributing indirectly or directly to f€¢8 1 domestic corporations and entrance f. 
. ; foreign corporations was clarified and oth 
revised. All of the revenue, with the except 
that from sleeping car companies, is credit: 
‘Texas. Incorporation fees on domestic corpo- constitutional provision, to the schools.‘ 


rations and entrance fees on foreign corpora- 

i -ontributing to state school suppo ere : 

name ¢ ntril ame % nae school i mor levy of an annual franchise tax based on « 
adopted in one state, Tennessee. “I'wo states, stock of domestic and foreign corporations. 
Michigan and Delaware, revised the corpora- the revenue is placed in the General Fund 


tion tax laws so that greater school revenues Which all state appropriations for educati 
made.” 


state school support were adopted in four 
states: Georgia, Mississippi, ‘Tennessee, and 


Mississippi. Mississippi in 1930 provided { 


would be available from annual taxes and a 


third, South Carolina, provided not only for South Carolina. The School Act of 1933 pro 


additional annual taxes but also for earmark- for imposing additional annual corporation |i: 
ing part of the revenue for schools. These laws taxes and earmarked $906,000 for school pur 
are described below: Tennessee. Tennessee in 1929 provided fo 

Delaware. The annual tax on capital investment levy of an incorporation tax on domestic cor) 
in the state was repealed in 1929 because, in the _ tions, an entrance fee on foreign corporations 
opinion of those who administered that tax, its pres- an annual franchise tax on both foreign and 
ence tended to decrease the yield of the annual mestic corporations. All of the revenue goes to | 
franchise tax on domestic corporations. Proceeds 
from both of these taxes were credited to the School 
Fund. In 1933 the sum of $919,000 of the franchise 
tax proceeds was shifted from the School Fund and Texas. In 1930 a new annual franchise tay 
appropriated partly to higher education and partly 
for tax administration.” 


General Fund, one-third of which is designated | 
state school support.’ 


domestic and foreign corporations was enacte 
place of a former corporation tax law that was ! 
Georgia. Georgia in 1929 levied an annual cor- "nconstitutional. Revenue goes to the State Gen: 
porate license tax, proceeds of which are placed in Revenue Fund. This law, and also a law provi 
the General Fund, half of which must be used, ac- for organization and entrance fees of domestic 
cording to law, for state school support.® foreign corporations, were clarified in 1931.° 


' For corporation income taxes, see p. 11-15. 

* Laws of Delaware, 1929, Chapter 6. See Daugherty, M. M. Studies in Taxation: Financing Education in Delaware. B 
No. 182. Newark, Del.: Agricultural Experiment Station, November, 1932. p. 44. Also Laws of Delaware, 1933, H. B. 66 

® Acts of Georgia, 1929, p. 85-92. 

* Public Acts, Mic higan, 1929, No. 175. 

General Laws, 1930, Chapter 89. 

® Acts, South Carolina, 1933, “School Act of 1933.” 

* Laws of 1929, Chapter 90. Laws of 1929, Extra Session, Chapters 12 and 

* Laws, 1930, Chapter 68. Laws, 1931, Chapters 120 and 265. 





VII. Franchise and License Taxes ' 


(uring the period 1929-33, franchise and 
nse tax legislation affecting state school sup 


was enacted as follows: 


Arkansas. In 1929 Arkansas levied an annual 
privilege tax on fortune-tellers, clairvoyants, 
Revenue was ordered to be used for the schools, 
ercent to the county where the tax was assessed 
50 percent to the State Common School Fund. 
1931, Arkansas levied a license tax on legally 
rated slot machines and vending machines, and 
provided that the revenue be placed in the Equal- 
izing Fund. At the same time, receipts from teachers’ 
license fees were shifted from the General Revenue 
Fund to the Common School Fund.’ 


Florida. In 1931 Florida revised the motor 
vehicle license tax law and directed that net 
ceipts be distributed to the county school funds.* 


re- 


Louisiana. Louisiana in 1932 adopted an annual 
license tax on insurance companies. Net revenue 
went into the General Fund from which increased 
appropriations were made to the schools and the 
university. A constitutional amendment, 
adopted that year, provided that after July 1, 1934, 
all net revenue from excise or license taxes imposed 
on insurance companies be dedicated to the Louisi- 
ana State University and to the A. and M. College.‘ 


state 


Mississippi. The “Privilege Tax Code,” enacted 
in 1932 to replace the 1930 act, levied annual license 
taxes on 226 occupations. Revenue was placed in 

General Fund.’ 
For corporation franchise and license taxes, see p. 28 
commodities, see p. 18-24. 
icts of Arkansas, 1929, No. 2 
Laws of Florida, 1931, Chapter 15625 
* Acts of Louisiana, Regular Session, 1933, 
icts of 1932, Chapter 89. 
> Laws of Montana, 1933, Chapter 134. Effective March 14, 


For 


No. 7 and No 


36. Acts of Arkansas, 1931, No 
Ll¢ 


1933; 
* Laws of 1929, Chapter 345, Schedule C. Laws of 1931, Chapter 427, Sections 201-15. Laws of 1933, 


Montana. In 1933 the proceeds of an existing 
freight car license tax were transferred from the 
State General Fund to the Common School Equali 
zation Fund. At the same time there was enacted a 
natural gas license tax, half of which was ordered 
credited to the Common School Equalization Fund.’ 


North Carolina. North Carolina in- 
creased a whole series of existing franchise taxes, 


in 1929 


proceeds of which went into the General Fund, and 
at the same time made increased educational 
1931 
again increased and new ones adopted in order to 


ap 


propriations. In these franchise taxes were 
meet the expense of the state-supported six-months 
term. Several franchise taxes were again increased 


slightly in 1933. 


Ohio. 
panies under a new franchise tax law rather than 
the intangibles tax law provided that 96 percent of 


A 1933 enactment taxing insurance com 


the revenue be apportioned to the schools.’ 


Texas. Texas in 1931 enacted a privilege tax for 
manufacturing and importing cement and provided 
that one-fourth of the revenue.be placed in the State 
Available School Fund. A 1933 enactment 
the law taxing coin-operated vending machines so 
that all of the revenue from the occupation tax on 
coin-operated marble machines of any description 
will be placed to the credit of the State Available 
School Fund. One-fourth of the 
taxes on other vending machines will continue to 


amends 


revenue from the 


go to this fund." 


license taxes on the privilege of selling alcoholi: 


167 and No. 169, Section 164 


Chapter 180. Effective March 16, 1933 


Chapter 44 


* Laws of Ohio, 1933, p. 548-600, Sections 5414-8 thru 5414-13, and 5414-19 


® Laws, 1931 Regular Session, Chapter 212. 


Laws, 1933 Regular Session, Chapter 162. 


TABLE 15.—ANNUAL YIELD OF NEW AND REVISED FRANCHISE AND LICENSE 
TAXES CONTRIBUTING TO STATE SCHOOL SUPPORT, 1929-33 





State Franchise or license taxed 


2 








Slot machines 
Teachers’ licenses 


Motor vehicles 


Freight cars 
Natural gas 


Railroads 

Utilities 

Sleeping cars 
Express 

Telegraph 
Telephone 
Insurance, license 
Insurance. premium 


th Carolina 


‘ Estimate. 
* Correspondence with Howard A. Dawson, 





Yield Year ending 
3 

$150,000*" 

)00*4 


4,543,810> 


50,000* 
10,000*¢ 


933,7944 
4264 
‘8074 
8734 
1024 
8,7234 
1464 
3g24 


director of research and surveys, State Department of Education 


> Correspondence with J. C. Compton, chief clerk, State Department of Public Instruction. 


© Montana Education. April, 1933. p. 
“Tax Research Foundation. 


25. 
Federal and State Tax Systems, 1933. p. 199 
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VIII. Severance Taxes 


A severance tax is one levied on the privilege 
of extracting or otherwise removing the natu- 
ral resources of the state. During the period 
1929-33, severance tax legislation affecting 
school support was enacted as follows: 


Arkansas. Arkansas had a series of severance 
taxes, two-thirds of the proceeds of which were 
credited to the Common School Fund. The remain- 
ing one-third was returned to the counties from 
which the resources were severed, one-half to be 
used for public schools. During this period, 1929-33, 
the revenue from a tax of ten cents per ton on man- 
ganese ore was shifted to the support of the State 
Geological Department.’ 


Louisiana. Louisiana in 1932 repealed a tax on 
the manufacture of carbon black from natural gas. 
This was one of several severance taxes, one-fifth 
of the combined proceeds of which was returned for 
school purposes to the local parishes where collected. 
The remaining four-fifths, after allowing $261,000 
for other state purposes, went to the State Severance 
Fund for free school textbooks. Any balance not 
needed for textbooks was credited to the State Cur- 
rent School Fund. In this year, also, the tax on 


sulphur was revised and new taxes were |, 
against extracting salt from brine and gat! 
shrimp and oysters.* 


New Mexico. An oil and gas severance tax 
adopted in 1933. One-third of the revenue 
credited to the Common School Fund. 


Texas. Texas in 1930 provided for a sey: 
tax on the production of sulphur based on the 
ber of tons produced in place of the old tax 


on gross receipts. The tax was again revised in 193 


to raise the rates from fifty-five to seventy-five 


a ton and to earmark fifty-five cents for the Sta 


Available School Fund, the remaining twenty 
going to the State General Fund. At the sams 


the tax on the production of natural gas was revis 


so that more revenue could be expected. One-{ 
of the revenue, by constitutional provision, is p!| 


in the State Available School Fund. A bill enact 


in 1933 repealed a 1925 law levying an occupat 
tax of 2 percent on the value of oil produced 
placed it with a tax of two cents per barre] 


earmarked one-half of the revenue for the Sta 


Available School Fund, whereas one-fourth of 
former tax was credited to this Fund.* 


' Information from G. C. Floyd, director of school law and finance, State Department of Education. 


2 Information from T. H. Harris, state superintendent of education, State Department of Education. Acts, Lowisi 


lar Session, 1932, Nos. 72, 134, and 162. 


* Laws of New Mexico, 1933, Chapter 72. Effective Marck 8, 1933. 


‘ Laws, 1930, Chapter 74. Laws, 1931, Chapters 73 and 312. 


Laws, 1933, Chapter 162, 


TABLE 16—ANNUAL YIELD OF NEW AND REVISED SEVERANCE 
TAXES CONTRIBUTING TO STATE SCHOOL SUPPORT, 1929-33 





State Object taxed 


Yield Year ending 





2 


3 4 





Louisiana ...Carbon black 

New Mexico .. Oil severance 

Texas : ; . Sulphur 
Natural gas 
Oil... 


$267,102" December 31, 
500,060*» 
1,382,030" 


163,5828 


December 31 
December 31, | 








* Estimate. 


* Tax Research Foundation. Federal and State Tax Systems, 1933. p. 198-200. 


» Evening Star (Washington, D. C.), June 1, 1933. 








IX. Inheritance, Estate, and Gift Taxes 


1928, forty-five states had inheritance and thence to the Primary School Interest 
taxes; in 1933, forty-seven states had such ‘™all proportion, approximately 1 percent 
taxes. During the period 1929-33, Alabama 
and Florida were the only states to adopt taxes New Mexico. New Mexico in 1933 assigned 5 
percent of the tax in that state for the newly created 


voted to higher education 


of this nature. In Alabama revenue made avail Pagia 
: A . ‘eachers’ Pension Fund’ 
able from this source contributes to the schools : 


indirectly thru the General Fund. In Florida, 
TABLE 17.—ANNUAL YIELD OF NEW 


AND REVISED INHERITANCE, ES- 
TATE, AND GIFT TAXES CONTRIB- 


xico, revised their laws s at greater 
Mexico, revised their laws so that greate UTING TO STATE SCHOOL SUPPORT, 
school support could be expected. Details of 1929-33 


school revenues from this source are practically 
negligible. ‘Two states, Michigan and New 


these laws follow: 





Alabama. Alabama in 1931 adopted an inherit State 


ance tax law contingent upon a favorable vote of 
the electorate on a constitutional amendment. In 
1932 a new law was enacted to correct deficiencies \jahama 
in the 1931 act. Revenues are placed in the State Michigan 
General Fund.’ New Mexico 
“Information from A, F. Harman 
Michigan, In 1929 the inheritance tax was ex- education 


tended to absorb the entire credit allowed by the > Tax Research Foundation 
1933, p. 198-99, 


Federal and 


Federal tax. Proceeds go to the Specific Tax Fund 





icts, 1931, p. 411. Became Section 219 of Article XXI 
No. 59. 

2 Public Acts, Michigan, 1929, No. 237. Effective May 
Laws of New Mexico, 1933, Chapter 106, Section 4 





_ carrying property in perfect security over the great barrier which death 
places between man and man is perhaps the very highest achievement, the 


most signal proof of the power of civilized institutions . . . and an instance so 
capital of the great benefit conferred by law and civil institutions upon mankind, 
and of the immense enlargement that comes to natural liberty thru the medium 
of the law, that I conceive nothing more rational than that, if taxes are to be 
raised at all, the state shall be at liberty to step in and take from him who is thence 
forward to enjoy the whole in security that portion which may be bona fide neces 
sary for the public purpose.—William E. Gladstone, “Speech on Succession 
Duties,” May 12, 1853. 





X. State Property Taxes 


Experts in public finance have long criticized Florida. A 1927 law levying a state tax o| 
heavy reliance on the general property tax as fourth mill on all taxable property in the sta: 


: i adie 1 { " crediting the proceeds to the Public Free Schoo 
commonly administered for state purposes. 4. repealed in 1931.’ 


The present economic situation has served to Titinole. A 1983 enactment amends an cx 
make more clear the reasons behind these criti- law, levying a state property tax of one-thi: 
cisms. Legislatures have attempted to solve the for the University of Illinois, so that the amo 


. * 4: be so raised must be reduced by any amount re: 
»roblem by cing or abolishing the state - , 
amuse y redu B . as from the retail sales tax. Another 1933 enaci 


general property tax, by reclassifying types of continuing for the years 1933 and 1934 the p: 
property, by adopting new rate schedules, as of raising annually, by means of a state pr 
well as by seeking other revenue sources. tax, the sum of $10,500,000 for the Common Sc! 


During the period 1929-33, twenty states Fund, contains the — modification. A third 1933 
a , enactment provides that, beginning March 1, 193 


enacted property tax legislation affecting state the Common School Fund and the Universi: 
school support either directly or indirectly.’ Illinois each will receive from the retail sales 


Fourteen states * abolished certain property tax revenue, the amount to be raised by the pro 


. Po.) ° Y 
levies specifically earmarked for schools; three "*: ; 
Iowa. The state general property tax wa 


states ® provided for reducing their state school 4 c¢q inp tone Sallis th. $958, Revenne went in 


levies on general property; four states* State General Fund from which most of the stat 
adopted or increased such taxes; and two propriations for education are made.” 

states, Iowa (1931) and Wisconsin (1933), Maryland. The statewide general property 
for schools, the rate of which was fixed annually to 
: : : take care of part of the school budget was no longe; 
taxes contributing to state school support in- earmarked for schools after October 1, 1931. R 
directly thru the general funds. nues from the state property tax now become a 

of the general funds in the state treasury and con 
tribute indirectly to school support.” 

Michigan. The 1933 law appropriating ann 
schools follows: to the public schools the sum of $15,000,000 { 
the revenue of the retail sales tax also repealed 
1927 law providing for a state property levy suff 
cient to reimburse the General Fund for an: 
appropriations for educational equalization.” 

Minnesota. Minnesota in 1931 increased the | 

California. The California electorate in 1933 state general property tax credited to the S 
adopted a constitutional amendment providing that Teachers’ Retirement Fund.” 
the state cannot raise by means of a state general Nevada. The county compulsory tax of one-| 
property tax any more than 25 percent of total cent on general property, proceeds of which 
state appropriations from all funds. California placed in the State Public School Teachers’ Pe: 
has not levied a state general property tax since nent Fund for teachers’ pensions, was abolished 
the inauguration of its system of separating state law relating to the tax had been ambiguous. Some 
and local sources of revenue.” counties had levied it; others had not. The res 

Delaware. Delaware in 1929 abolished the state of repealing the tax will be an annual reduction 
school tax on general property and substituted other of about $10,000 in the income of the retirement 
taxes. fund. It reduces the rate of increase of the retire 


reduced or repealed state general property 


A review of some of the most important re- 
cent property tax legislation affecting the 


Arkansas. In 1933 the eighteen one hundredths 
mill state property tax for county superintendents 
was shifted to the support of the State Hospital for 
Nervous Diseases.° 


1 Arkansas, California, Delaware, Florida, Illinois, Iowa, Maryland, Michigan, Minnesota, Nevada, New Jersey, North 
Carolina, Oklahoma, South Carolina, Utah, Vermont, Washington, West Virginia, Wisconsin and Wyoming. 


2 Arkansas (1933), Delaware (1929), Florida (1931), Illinois (1933), Maryland (1931), Michigan (1933), Minnesota 
(1933), Nevada (1933, “%-cent county tax for teachers’ pensions), North Carolina (1933), Oklahoma (1933), Vermont (1 
Washington (1932), Wisconsin (1931), and Wyoming (1933). 


8 South Carolina (1933), Utah (1931 and 1933), and West Virginia (1932). 

* Minnesota (1931), New Jersey (1930), North Carolina (1931), and Utah (1929). 

® Dawson, Howard A. “The Arkansas Schoo! Dollar.” Journal of Arkansas Education 10: 6-10; November, 1933 
® Laws of 1933, Chapter 63. 

* Laws of Delaware, 1929, Chapter 207. 

* Correspondence with J. C. Compton, chief clerk, State Department of Public Instruction. 

* Laws of 1933, p. 947, 945-6, 1090-91. 

1° Acts, Regular Session, Forty-fourth General Assembly, 1931. Chapter 243. 

1 Correspondence with A. S. Cook, state superintendent of schools. See Laws of 1929, Chapter 226, Section 59. 
12 Public Acts, 1933, No. 236. Effective July 7, 1933. 

13 Laws of Minnesota, 1931, Chapter 406. Effective August 1, 1931. 
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ment fund, but is not expected to interfere with the 
payment of allowances.” 

New Jersey. New Jersey in 1930 repealed an act 
appropriating to the State Highway Fund a portion 
of the state tax on railroad and canal property and 
appropriated this portion to the School Fund.’ 

North Carolina. North Carolina in 1931 com- 
pletely revised school finance legislation in that state 
«o as to reduce the property tax rate for the six 
months’ school term from an average of about fifty- 
one cents to a flat state property tax of fifteen cents. 
The fifteen-cent state levy was abolished in 1933.” 

Oklahoma. A constitutional amendment, adopted 
in 1933, prohibits the levy of any property tax for 
state purposes. This abolishes the one-fourth mill 
tax for schools. 

South Carolina. The School Act of 1933 requires 
each county to levy a three-mill property tax and 
repeals the law requiring a four-mill levy for teach- 
ers’ salaries.” 

Texas. A proposed constitutional amendment 
adopted by the legislature in 1933 and to be sub- 
mitted to the electorate in November 1934, would 
limit the total of state taxes (not only property taxes, 
but also licenses, permits, and fees) to $22.50 per 
capita and would restrict the power of the legisla- 
ture to appropriate funds in excess of the amount.” 

Utah. Utah, in 1929, 1931, and 1933, continued 
the two-tenths mill state property levy for high 
schools. The electorate adopted in 1930 a consti- 
tutional amendment to permit the levy of a state 
property tax having rates sufficient to raise for an 
equalization fund an amount which, together with 
revenues available for this purpose from any other 
sources, would be equal to $5 per person of school 
age in the state. The legislature took advantage of 
this in 1931 by enacting a law having rates sufh- 
cient to raise an amount which would equal $1 per 
person of school age in 1932-33, to be increased each 
year by $1 per school child until $5 is reached in 
1936-37. The revenue is placed in the State Edu- 
cational Equalization Fund. The legislature in 1931 
adopted personal and corporation income taxes, ear- 
marked 75 percent of the net revenue for the State 
District School Fund and that the state 
property tax levy for this purpose be reduced ac 
cordingly. The legislature in 1933 provided that any 


ordered 


14 Statutes of Nevada, 1933, Chapter 22. 
Tax Commission. 

1 New Jersey Laws, 1930. Chapter 30, p. 

1% Laws of 1931. Chapter 427, Section 492. 
Chapter 445, Section 492. 
Chapter 562, Section 34%. 

17 Acts, South Carolina, 1933, ‘School Act of 1933.” 


Effective February 


af. 


Effective March 24, 1930 
Became Section 7880 (176) of North Carolina Code of 1931. 
Became Section 7880 (176) of 1933 Supplement to 

Became Section 5780 (39) of 1933 Supplement to the North Carolina Code of 1931. 


from the retail sales 


$2,000,000 annually is set aside for 
must be placed in the State District School Fund for 
the reduction of 


revenue available tax, after 


relief purposes, 


the property tax levied for this 
purpose.” 

Vermont. A 1931 enactment abolished the 
property tax for schools.’ 

Washington. Up to 1932, the state had been re 
quired to levy an annual property tax sufhcient to 


the 


state 


produce a sum which, when added to income 
from the State Permanent School Fund, would equal 
$20 per child of school age. The revenue was al 
lotted to the Current State School Fund. The pro 
remained on the books until 1933, 
but an initiative measure, adopted by the voters in 
1932, limited to five mills the total 
At the same time the electorate adopted a 
tax on personal and corporation incomes and pro 
vided that the revenue be placed in the State Cur- 
rent School Fund to replace the property tax revenue 
lost as a result of the limitation amendment. The 
(held invalid 1933) only 
partially compensated for the loss and new 
lation was enacted in 1933. One such law provided 
for a state property tax not exceeding five mills in 


Vision statute 


State property 
tax. 


new income tax late in 


legis 


order to provide, in combination with other avail 
able moneys, twenty-five cents per day pupil 
for each day’s attendance.” 

West Virginia. Voters in 1932 adopted 
tation and classification amendment. This 
ment provides that, after the year 1933, 
of the state tax upon property shall not exceed one 
tenth mill, except to pay the principal and interest 
on bonded indebtedness. An enabling act was passed 
at the 1933 regular session of the legislature to per 


per 


a limi 
amend 


the rate 


mit a levy of one mill or such part as would be 
necessary to guarantee $750,000 for the schools, but 
this act was declared unconstitutional 
Wisconsin. Wisconsin in 1931 repealed all! statu 
the 


enacted a new law to require the levy of an annual 


tory mill levies for support of education and 


property tax sufficient to provide in the State Gen 
eral Fund, after disbursements required by law are 
made, the amount of $2,000,000. From this fund state 
appropriations were made, including those for edu- 
cation. The provision for the property tax was re- 
pealed in 1933. In reality, however, the state prop- 


with W. D. Atkinson, deputy, Nevada 


1933 Correspondent 


Chapter 161. I April 16, 1 
Laws of 1933 
1931 Also see 


tective 


the North Carolina Code of 


18 General Laws of Texas, Forty-third Legislature, Regular Session, 1933. S.J. R. 13. 


”% Laws of Utah, 1929, Chapter 81, Section 2. 
tive March 12, 1931. 
tive January 1, 1931. 
May 12, 1931. Chapter 39. 


*® Acts of 1931. 
McKale’s Inc., et al. v. Chase et al., 25 P. (2d), p. 81-91. 


2 Acts of West Virginia, Extra Session, 1932, Chapter 9. 
1933, 


Effective March 23, 1929. Laws of Utah, 1931, Chapter 22 
Laws of Utah, Second Special Session, 1933. Chapter 16, Section 2. Laws of Utah, 1929, p 
Amending Section 7, Article 13, Comstitution of Utah. 
Effective May 12, 1931; and Chapter 44. 
Session, 1933, Chapter 63, as amended by Laws of Utah, Second Special Session, 1933, Chapter 20 
No. 17, Part I, Section 50. Effective December 
"1 Remington’s Revised Statutes, Section 4934. Laws of Washington, 1933, Chapters 4-5. Culletin et al. v. 
Laws of Washington, 1933, Chapter 28, Section 4. 
Acts of Regular Session, 1933, Chapter 38. 
See Finnlayson v. City of Shinnston, 168 S. E. 479, 480. 


Section 2. Effec 
224-25. Effec- 
1931, Chapter 57. Effective 
1931. Laws of Utah, Regular 
Effective August 


Utah, 


12 


Laws of 
Effective May 
1933. 
31, 1931. 

Chase et al. and 
Effective March 11 
(This decision, however, came before the enactment of Chap 


ter 38.) See also Bee v. City of Huntington and Eakle v. County Court of Braxton County et al. 171 S. E. p. 539-553 
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erty taxes for the state university and normal 
schools, and the common schools were not levied 
and these claims were met from the income tax pro- 
ceeds, a provision that was also repealed in 1931.” 

Wyoming. Some 1933 enactments in Wyoming 
repeal property tax levies for (1) University of 
Wyoming maintenance, (2) University of Wyoming 
buildings, and (3) teacher-training departments in 
accredited high schools. These are made subject to 
direct legislative appropriation.” 


Tax classification and school support—Be- 
tween 1929 and 1933, inclusive, six states 
adopted tax classification laws that affected the 
schools. ‘The measures involved are as follows: 


Arizona. A tax on intangibles was adopted in 
1933. Revenues are placed in the State General 
Funds from which the schools receive aid.” 

California. California adopted a constitutional 
amendment in 1933 permitting the legislature to 
classify personal property for purposes of assess- 
ment and taxation, and to tax various classes at 
different rates or to exempt any classes from taxa- 
tion. The same amendment provides for increased 
state support of the state school system.*° 

Indiana. Indiana in 1933 levied a state tax on 


intangibles. Ten percent of the net proceeds 
be retained in the State General Fund and 
remaining 90 percent is to be distributed to 
counties in proportion to the assessed value of 
property. Within the county, one-fourth is + 
retained in the general fund and three-fourths 
to be distributed to the local school funds in 
portion to the assessed value of real propert 

Kansas. Kansas in 1931 levied a state tax 
money and credits and provided that one-thi 
the revenue go to the school district where th 
is collected.” 

Ohio. A 1933 enactment amending the law tay 
intangibles provides thit 96 percent of the re\ 
be apportioned among the school districts of 
state in proportion to the average daily attendanc 

Utah. Utah in 1930 adopted a_ constituti: 
amendment to provide for classification of prop, 
for taxation purposes. The legislature, in 1931, | 
vided (1) for exempting intangibles from th: 
valorem tax and (2) for taxing income from 
tangibles under the personal income tax act, th 
quarters of which is used for schools.” 


Yield of property taxes—Data on the annu 
yield of property taxes contributing to 
schools are given in Table 18. 


*8 Laws of Wisconsin, 1931, Chapter 4, Section 2. Effective June 30, 1931. Also Chapter 416, Sections 1 and 2 


of Wisconsin, 1933, Chapter 403. Effective July 14, 1933. 


** Session Laws of Wyoming, 1933, Chapter 68. Effective December 31, 1934. Chapter 69. Effective December 31 


Chapter 77. Effective July 1, 1933. 


* Laws of First Secial Session, 1933, Chapter 16. Effective June 27. 1933, 


“ Laws of 1933, Chapter 63. 
7 Acts, 1933, Chapter 81. Effective February 28, 1933. 


** Laws of Kansas, 1931, Chapters 311 and 312. Effective March 18, 1931. 
* General Code of Ohio, Section 5414-19. Was S. B. 30 at the 1933 Regular Session. Effective July 18, 1933 
® Laws of Utah, 1931, Chapter 42. Effective March 20, 1931. Chapter 44. Effective May 2, 1931. 


TABLE 18——ANNUAL YIELD OF NEW AND REVISED STATE GENERAL PROP. 
ERTY TAXES CONTRIBUTING TO STATE SCHOOL SUPPORT, 1929-33 





State 





Yield Year 





2 3 





Delaware (repealed) .......... 
Florida (34 mill tax repealed) .. 
Illinois 

lowa 

Maryland 

Michigan 

Minnesota 

Nevada ea 

South Carolina 


Washington 
West Virginia 
Wisconsin 
Wyoming 


$400,826" Fiscal year | 
o Bate Fiscal year 1931 
. ‘ 1931 
7,810,079¢ 1930 
6,015,4804 1931 
41,160,7324 1931 
10,292,5694 1931 
1931 

1931 

1931 

1931 

1931 

3,826,9064 1931 
12,393,5644 1931 
1,691,7914 1931 





* State general property tax revenue available for schools. 


> Correspondence with J. C. Compton, chief clerk, State Department of Public Instruction. , 
© Correspondence with R. C. Williams, director of research, State Department of Public Instruction. Figures from Report 


of state auditor. 


U. S. Department of Commerce, Bureau of Census. Financial Statistics of States, 1931. p. 58-9. 








XI. State Tax Surveys and State Tax Administration 


During the pe 
riod 1929-33, legislatures in at least twenty 


Surveys and commissions 


four states provided for special tax or public 
investigations. At thirteen of 


these survey commissions ' included within the 


revenue least 


scope of their investigations the subject of state 
school finance. Nine * of these have submitted 
complete reports, and legislatures in at least 
four states * have enacted some of the recom- 
mendations into law. A summary of these in- 
vestigations in the state involved is given be- 


low: 


Alabama. Alabama in 1931 provided for a com- 
prehensive survey of the state government. The 
survey report was published in 1932 and included 
recommendations concerning state support of edu- 
cation. A Budget and Financial Contro! Act that 
was recommended for balancing 
against revenues became law.' 

California. In 1929 the California Commission 
for the Study of Educational Problems was created 
In 1931 this commission submitted its report, one 
chapter of which dealt with school costs and reve- 
nues. Some of the recommendations were enacted 
into law in 1933.° 

Connecticut. The legislature in 1933 created a 
lemporary State Tax Commission to make a care- 
ful investigation of the entire financial structure of 
the state and local governments and to make recom- 
mendations. The problems to be studied are: state 
and local taxation, financing of municipalities, dis- 
tribution of the tax burden with particular refer- 
ence to reducing or limiting the load borne by real 
estate, assessment and collection of taxes, and bor- 
rowing of money by the state and by municipalities.® 

Kentucky. Kentucky in 1932 provided for the 
creation of an educational 


expenditures 


survey commission to 


1 Alabama, California, Connecticut 
Carolina, Ohio, and Utah, 


Kentucky, Maine, Mississippi, Missouri 


draft an entire school code. The complete report, 
ot the 


state school system, was published in October 1933 


one section of which deals with the financing 


A new school code, revised in line with the findings 
of this survey, will be submitted to the legislature 
at its 1934 session.’ 

Maine. 
of 1932-33 governor to appoint a 
committee of fifteen to investigate possible sources 


The legislature which met in the winter 
authorized the 


of revenue for public school support other than the 
direct property tax. This investigation is now under 
way.* 

Mississippi. Mississippi in 1930 provided for the 
creation of a commission to make a comprehensive 
survey of the state. The commission submitted its 
report in 1932 and included 
educational finance. So far as is known no legisla- 


recommendations on 


tion based on these recommendations has yet been 
enacted.” 

Missouri. A tax survey commission, created in 
1929, presented in its final report recommendations 
for increased personal and corporation income taxes 
and for a school equalization law requiring greater 
state participation in school support. Increased in- 
come taxes and a school equalization law 
adopted by the legislature in 1931." 

New Hampshire. A survey of the organization 


and administration of state, county, and town gov- 


were 


ernments was authorized in 1929. The survey report 
was published at the end of 1932. Recommendations 
were made concerning state support of education, 
but the legislature has not acted upon them." 

New Jersey. New Jersey in 1929 created a com- 
mission to investigate the taxation and financial 
system of the several counties and municipalities. 
The work of this commission was ordered continued 
in 1930. One volume of the report deals with educa- 
tion. So far as is known, no legislation based on the 
findings of this report has yet been enacted.” 


New Hampshire, New Jersey, New York, North 


2 The states excepted are Connecticut, Maine, New York, and Ohio. 


® California, Missouri, North Carolina, and Utah. 
* General Acts, Alabama, Regular Session, 1931, No. 


5. Brookings Institution, Institute for Government Research 
ization and Administration of the State Government of Alabama. Report on a survey submitted to Governor B. M 


Organ 
Miller Vol. 


I, Part I. Washington, D. C.: Brookings Institution, 1932. Chapter 6, ‘Education: Financing,’ p. 259-324. General Acts, Alabama, 


Extra Session, 1932, No. 37. Effective on or before February 1, 
5S. B. No. 48. 


® Connecticut Special Laws, 1933, Vol. XXI, Fart 2 
7 Acts, 1932, Chapter 78. 


Vol. I, No. 8. Frankfort. Ky.: 
p. 169-318, 


Effective March 28, 1932. 


California Commission for the Study of Educational 
Vols. 1 and II. Sacramento, Calif.: State Department of Education, 1931. Chapter 4, “School Costs and Revenues,” p. 


Kentucky Educational Commission. 
State Department of Education, October, 


1933, 


Problems (Susan M. Dorsey, chairman). Report. 


129-84. 


2, Special Law No. 474 


Bulletin, 
Education,” 


Report. Educational 
1933. Division III, ‘Financing Public 


8 Information from E. E. Roderick, deputy commissioner of education, State Department of Education. 


® General Laws of Mississippi, 1930, Chapter 69. 


4 


mission of the State of Mississippi, 1932. Chapter 32, 


1 Missouri State Survey Commission (Theodore Gary, chairman) 


30, 1929. ‘Public School System,” p. 49-75; 


11 Brookings Institution, Institute for Government Research 
the State, County, and Town Governments of New Hampshire. 


and 9, p, 173-224. 


Brookings 
Survey of the Organization and Administration of State and County Government in Mississippi. 
“Educational Finance,”’ p. 


and “Financial Findings and Recommendations,’’ p. 


Report on a 
Research Com- 


Institution, Institute for Government Research. 
Jackson, Miss 
495-513, 

Report. Jefferson City, Mo.: State of Missouri, November 
152-72, 


Report on a Survey of the Organization and Administration of 
Washington, D. C.: 


Brookings Institution, 1932, Chapters 7, 8, 


12 New Jersey Commission To Investigate County and Municipal Taxation and Expenditures. A Report on Educational Costs 


and Services. Report No. 8. Trenton, New Jersey 


the Commission, 1932. 


154 p 





New York. A Commission to Recommend Re- 
vision of the Tax Laws was created in 1930. Subse- 
quent legislation extended the work to February 15, 
1934. One of the reports dealt with education.” 

North Carolina. North Carolina in 1929 created 
a committee to study the problem of the support 
and administration of public education. The com- 
mittee reported in 1931 and its recommendations 
were adopted by the legislature." 

Ohio. A 1933 enactment provided for creating a 
special legislative committee to investigate the re- 
organization of the educational system, including 
both the schools and colleges of the state and its 
political subdivisions, with special attention to means 
of financing.” 

Utah. Utah in 1929 provided for creating the Utah 
I'ax Revision Commission and the Utah Legislative 
Committee. Recommendations in the report included 
proposed amendments for (1) a classified property 
tax, (2) a flat-rate corporation income tax and a 
graduated personal income tax, all of the revenues 


to be used for school support, and (3) a stro 
commission. Amendments based on _ these 
mendations were adopted by the legislature a: 
electorate in 1931.° 


Tax administration—State tax admin 
tion legislation affecting the administrati 
state school revenues was enacted in De! 
and Utah. 


Delaware. In 1929 the State School Tax 1D, 
ment, which had charge of the administration 
income tax and franchise tax became the Stat: 
Department, and the personnel of the Stat 
Board, formerly comprised of the school tax 
missioner, the secretary of state, and auditor « 
counts, was changed to three citizens appoint 
the governor for terms of four years." 

Utah. Utah in 1931 created a state tax con 
sion to administer the new income taxes an 
school equalization law." 


Laws of 1930, Chapter 726. Laws of 1931, Chapters 12 and 624. Mort, Paul R., and others. State Support for Publi 


in New 


sion for the Revision of the Tax Laws. (Seabury C. Mastick, 


™ Public Laws of 1929, Chapter 266. North Carolina Education Commission 


1931. 139 p. 
Laws of Ohio, 1933, p. 676-77. 


* Laws of Utah, 1929, Chapter 99. Tax Revision Commission of the State of Utah (Harley L 


Lake City, Utah: State of Utah, November 30, 1929. 134 p. 
1’ National Tax Association. Proceedings, 1929. p. 13 
1% Jaws of Utah, 1931, Chapter 53 


York as Related to Tax Relief and Educational Expansion. Memorandum No. 2. Albany, N. Y.: New York State ( 
chairman) 


81 p. 


Retort. Raleigh, N. C.: State of North ¢ 


Lutz, adviser). Repor 





e fiesari were a few notable special investigations of taxes and related matters 


upwards of half a century ago. There appears to be, however, an increasing 


amount of interest in this manifestation of the scientific spirit. . . . This is a 
promising development. It does not mean that each new law is to be pulled up by 


the roots every year or so to ascertain whether it is vital or dead. Rather, it is 


an evidence of recognition of the fact that economic and social conditions are in a 
state of rapid change and development, and that only thru constant study can the 


outlines of the fiscal system be kept in approximate conformity to the new con- 
ditions.—Harley L. Lutz. Public Finance. p. 556. 
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ing many of the advantages of modern 
life. . . . In every civilized community 
& government does many things for the 
people for which they pay by means of 
* taxes. As an individual, you cannot 
afford to have a staff of engineers build you a sys- 
tem of private highways, or to employ a corps of 
teachers for the instruction of your children, or to 
hire a squad of policemen just to watch your prop- 
erty, or to keep a completely equipped fire depart- 
ment ready to dash to the rescue in case fire breaks 
out in your home. Such services are performed by 
government for all citizens. 


| are a necessary device for secur- 














Government is a form of cooperation. It enables 
us to do many things as an organized group that 
we could not possibly do as individuals. The pay- 
ment of taxes therefore may well be considered as 
a form of cooperative buying.—Harley L. Lutz and 
William G. Carr, Essentials of Taxation, p. 4. 






















